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wth the Coletors 


HAT would we say of an express 

company that cluttered up our rail- 
roads with boxcars, or even just boxes, 
filled to only one-sixth their capacity? 
Crazy? Yet that is exactly what some of 
our citizens, among whom may be many 
who cry loudest over high taxes, insist on 
doing when they demand that Uncle Sam, 
the states, and their city governments 
build expensive express highways suffi- 
cient to carry a rush-hour peak of six- 
passenger private automobiles, usually oc- 
cupied solely by the driver. 


AsIDE from the expense involved, when 
will it be apparent even to the most timid 
politicians that our physical land space 
simply will not provide for that many steel 
auto bodies trying to occupy the same 
channels of traffic at the same time? The 
mere self-defeating nature of resulting 
colossal traffic jams ought to convince 
more people, besides Mayor Dilworth of 
Philadelphia, that “Detroit,” as he puts it, 
“can manufacture cars more rapidly than 
highways can be constructed to absorb 
them.”’ 


Deputy City Administrator Maxwell 
Lehman, of New York, recently ap- 
proached the same problem from another 
direction when he added up all the high- 
way money available from local, state, and 


JAMES W. CARPENTER 


federal sources in the New York metro- 
politan region. Lehman figures the tota! 
at a solid $3 billion. But he knows that 
even if the money is spent, for the reason 
Mayor Dilworth suggests, there would 
still be a traffic problem. Yet to Lehman 
it is clear that even “a small percentage’’ 
of the pending $3 billion in road money 
could do much to ease the commuter prob- 
lem if applied to rail transit! 


wa Di_wortH and his associate: 
have worked out plans in which two 
big railroads join to bring commuters into 
town at easy rates with the help of a city 
subsidy. He cites studies by both the 
American Association of Railroads and 
the American Municipal Association 
which provide arguments in behalf of fed- 
eral subsidy for mass transit in many 
metropolitan areas. 


NATURALLY, we must guard against the 
lure of new federal subsidies. We have 
more than enough of those already in 
other respects. And satisfactory solutions 
in New York and Philadelphia to some ex- 
tent may not be applicable elsewhere. Yet, 
on one or two elementals there will be 
general agreement, and out of these ele- 
mentals certain conclusions inexorably 
proceed. One such elemental is that to 
carry one man downtown in a vehicle 
built and priced to carry six is a highly 
uneconomic proposition. Even visiting 
Khrushchev figured that one out after one 
look at a San Francisco traffic jam last 
September, When you figure in the dam 
age to downtown and countryside inflicte«| 
by building the superhighway (which th< 
one man in the six-man car requires), the 
original fallacy is compounded manifolc 


MayBe some of these very new foreig:: 
manufactured sports cars, which look de- 
signed to carry only two people very muc: 
in love, suggest an eventual trend. Mayb: 
some one future genius will invent an in 
dividual automobile capsule, shaped lik: 
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Irving seminars 
pen the doors 
of Wall Street 
to Utilities 








ne W.ll Street, Irving specialists 
rady with new and sound 
paches—with seminars, for 


ple, designed to provide the 
cial insight demanded by 
"srapidly growing Utilities. In 
jon to meetings with Irving 
alists, these seminars offer 

pct with experts from the many 
of the Wall Street community. 
these experts who actually 

e the Irving seminars possible. 
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eview of rating agencies—explana- 





of the functions of the investment 
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e—oprations of the stock exchange—the 





rand jealer and the over-the-counter market—concept 
pulatio’: —cost-of-capital—and others. 


bes at pical week that utility executives from over 100 
panies cross the country have found invaluable in familiarizing 
selves vith the ins and outs of the world’s financial community. 
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PAGES WITH THE EDITORS (Continued) 


a mummy case, perhaps, which would 
scale down the square inches of highway 
space actually needed by the individual 
commuter. In the absence of such a mir- 
acle, however, the rail or bus still seems 
like the best answer, and undoubtedly the 
cheapest way, over all, of moving more 
people at less cost per capita in peak rush 
hours or otherwise. 


So, until the aeroplane or helicopter 
designers can come up with a vertical 
take-off, Buck Rogers-type, flying sedan 
chair, we had better not throw the conven- 
tional urban transit carrier out of our 
planning. And as long as aircraft requires 
as much space to take off as a housefly, 
comparatively speaking, landing in a ten- 
nis court, some form of mass transit car- 
riage still seenis like the most practical. 


* * * * 


em ago, when there was some ques- 
tion about whether a corporation as 
such had any right to make charitable con- 
tributions at all, the right of public utility 
company management to be a liberal 
donor at the ratepayer’s expense was 
viewed very critically. And during this pe- 
riod restrictions were actually written into 
some state laws and in other states there 
were decisions discouraging, if not for- 
bidding, public utilities to become large 
‘donors by charging the same to opera- 
tions. It was viewed as a form of invol- 
untary contribution from the ratepayer’s 
standpoint and therefore unjustifiable. 


But the modern city is one in which 
the taxpayers are moving out to the sub- 
urbs, and the tax eaters are moving into 
the downtown sections, and on to the re- 
lief rolls. Charitable campaigns increas- 
ingly depend upon the co-operation and 
balancing role of corporate donors and 
their employees. This naturally includes 
public utilities. 


N enlightened review of this situation 

by a former public utility official of 

long operating experience is the leading 
article in this issue. It comes to us from 
James W. CarPENTER, a native of Scran- 
ton, Pennsylvania, and a graduate of Penn 
State (BS in electrical engineering, ’14). 
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EVERETT C. MCKEAGE 


He started his career as district manager 
with the Long Island Lighting Company 
in 1915. He stayed with that company, 
with the exception of an interim with 
the U. S. Army in World War I and two 
years’ service with the Union Electric 
Light & Power Company of St. Louis, 
until his retirement in 1957. By that time 
Mr. CARPENTER had become executive 
assistant and general manager. He was 
commercial vice president of the Long 
Island Lighting Company from 1939 
until 1957. 


hen C. McKEacE, president of the 
California Public Utilities Commis- 
sion, whose article on the provocative 
basic question of whether a U. S. Su- 
preme Court decision becomes the law oi 
the land begins on page 301, was ad 
mitted to the California bar in 1922. He 
practiced law in San Francisco until his 
appointment to the state superior couri 
in 1939. JupGE McKeace entered th« 
regulatory field with his appointment a: 
chief counsel for the California commis 
sion, to which he was appointed last yea’ 
by Governor Brown. 


THE next number of this magazine wil 
be out March 17th. 


A» Ein 
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Which Pioneer service do you need 
to complement your own staff? 





DESIGN AND CONSULTING ENGINEERING SERVICES 


Pioneer specializes in designing power plants and offers design service for fossil 
fuel, hydro and atomic plants. It will also assist in forecasting load growth, in 
site sclection, in purchasing and expediting of equipment and construction 
man:.ement. Pioneer’s other services include substation, transmission and 
distr: ution studies and design. 


SERVICES IN REGULATORY MATTERS 


Pion. er offers its services in all phases of Federal, State and local utility regula- 
tion, including natural gas and electric rate matters, certificate proceedings, 
licen.d_ project accounting requirements, depreciation studies for rate case 
and icome tax purposes, cost allocations and special studies. 


COF PORATE SERVICES 


Pion: or offers its services as business and management consultants; stock transfer 
and ‘ividend disbursing agents; financial, accounting and tax consultants. 


Write for Booklet ‘‘PIONEERING NEW HORIZONS IN POWER” 


Serving Electric Utilities and 
Industrial Power Users Since 1902 


Pioneer Service & Engineering Co. 


251 SOUTH LA SALLE STREET ¢ CHICAGO 4, ILLINOIS 





C om In Q IN THE NEXT ISSUE 


(March 17, 1960, issue) 


* 


HIGH MOUNTAIN SHEEP DAM AND THE SNAKE RIVER SALMON PROBLEM 


One of the most potent factors in determining the question of future hydroelectric 
development on the Snake river and its tributaries is the importance of protecting 
the great salmon runs and the salmon industry. Hearings on this are scheduled to 
begin March 21st before the FPC. The proposed Nez Perce dam presents a formidable 
obstacle to the spawning fish. But the proponents of the High Mountain Sheep dam 
think they have found a solution. The author of this article is A. B. Curtis, now serving 
his fourth term as mayor of Orofino, Idaho. For many years, chief warden in charge 
of forest land management, he has been associated with other conservation activities. 
As a representative of nonutility interests, he has also been recognized as an outstand- 
ing spokesman for commercial company development of Idaho hydro power resources. 
Curtis is a director of the Idaho League of Municipalities and is chairman of its legis- 


lative committee. 


ANTITRUST LAWS AND REGULATED COMPANIES UNDER THE FPC 


Does the very enactment of a federal regulatory statute such as the Federal Power 
Act or the Natural Gas Act render companies subject to the jurisdiction of such laws 
immune from antitrust prosecution under the Sherman and Clayton acts? Jerome K. 
Kuykendall, chairman of the Federal Power Commission, which has the regulatory 
responsibility of administering and enforcing the federal regulatory acts mentioned, 
undertakes to discuss several legal concepts and distinctions which should be con- 
sidered in connection with this problem. The original idea of regulatory laws was to set 
up a system of continuous federal control for business operations, such as public utilities, 
which by their very nature had to function to some extent as monopolies in their 
respective service areas. But there have been several recent situations in which the 
application of antitrust laws to the activities of public utility companies otherwise 
continuously regulated has been made an issue. Without attempting to pass on any 
particular case, the FPC chairman here covers the various points raised. 


SALES PROMOTION YARDSTICKS FOR ELECTRIC AND GAS UTILITIES 


While doing some research work on a college-business exchange program last summer, 
William T. Kelley of the faculty of the University of Pennsylvania Wharton School 0! 
Finance and Commerce noted the absence of any recognized measurement for sales 
promotion in the gas and electric utility field. In other words, he was impressed with 
the fact that none of the sales promotion people with whom he talked seemed to have 
any definite idea of how much they should be spending on advertising, persona! 
selling, and publicity. Indeed, many expressed the wish that some kind of yardstick or 
operating ratio might be available for purposes of comparing particular patterns o/ 
promotion expenditures. As a student Fudatin this author knew that such ratio: 
existed in other fields of manufacturing, finance, and retailing. Hence his decision tc 
develop some yardsticks in the gas and electric field, which is the subject of this article. 


* 


Al a Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washingto: 
gossip, and other features of interest to public utility regulators, com- 

panies, executives, financial experts, employees, investors, and others. 
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oug!iout its service territory—in Ohio, 
insylvania, West Virginia, Kentucky, 
ginia, Maryland and southern New 


k— natural gas continues to be the 
jerred fuel for home and industry. 
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THE COLUMB 
SYSTEM, INC. 


COLUMBIA GAS SYSTEM SERVICE CORPORATION 
COLUMBIA HYDROCARBON CORPORATION 
9120 EAST 41st STREET, NEW YORK 17, N.Y, 


CHARLESTON GROUP: UNITED FUEL GAS COMPANY, 1700 MacCORKLE 
AVENUE, S.E., CHARLESTON, WEST VIRGINIA. COLUMBUS GROUP: THE 
OHIO FUEL GAS COMPANY, 99 NORTH FRONT ST., COLUMBUS 15, OHIO. 
PITTSBURGH GROUP: THE MANUFACTURERS LIGHT AND HEAT COM- 
PANY, 800 UNION TRUST BLDG., PITTSBURGH 19, PA. 
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“There never was in the world two opinions alike.” 


WAYNE POoUCHER 
Radio minister for Life Lines. 


RoscoE DruMMOND 
Columnist. 


Don G. MITCHELL 
President, General Telephone & 
Electronics Corporation. 


EDITORIAL STATEMENT 
Port Huron (Michigan) 
Times-Herald. 


WILLIAM C. JACKSON, JR. 
President, Investment Bankers 
Association of America. 


RosBert E. WILson 
Chairman of the board, Standard 
Oil Company (Indiana). 
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“The longer a man does not have to work for his keep, 
the less likely he is ever to get back to his lathe. The 
longer foreign aid is continued, the longer will people 
expect the handouts to keep coming.” 


¥ 


“We are not inviting the world to choose American 
Capitalism, although we like it pretty well ourselves. We 
are inviting the world to choose liberty and to develop 
an economy as each wishes in an environment of liberty.” 


> 


“Communications has taken on a new meaning in the 
electronic era. Today it means getting the right informa- 
tion, to the right person, at the right time—it means 
gathering information, processing it, and delivering it to 
the point where it is needed.” 


> 


“We realize that a big country cannot be run by a 
small government—you can’t operate an automobile fac- 
tory with a sewing machine motor. . . . But bigness is 
not, and never was, an excuse for inefficient, wasteful 
spending—YOU have a right to demand that every dol- 
lar of the money of the taxpayers be well spent and ac 
counted for accurately and to demand that dollars in 
tended to be spent unnecessarily be left in the pockets of 
you and me and the rest of us.” 


» 


“In my talks at group meetings and elsewhere . . . ! 
have stressed, among other things, the vital importance 
to those of us in the business community generally, and 
in our business in particular, of standing up and being 
counted on important issues affecting our country and 
our industry, particularly where, because of our special 
ized knowledge and experience, we are peculiarly well 
equipped to have informed judgments and opinions. As 
the result of my own experience in Washington an 
elsewhere I know that our congressional representative: 
welcome such advice, even if it is transmitted only o1 


a post card.” 
* 


“We know all too well that there are those who ped 
dle the poisonous philosophy that a private econom) 
cannot be counted upon to seed its own growth—thos 
who would have the American people believe tha 
sweeping government control or constant needling o 
the economy with hypodermics of artificial ‘purchas 
ing power’ is the only way to assure continued ec: 
nomic well-being. Purchasing power which outruns th 
production of desired goods is inflation. Increases i 
productivity are just as essential as increases in pur 
chasing power. They must go hand in hand if ou: 
progress is to be soundly based.” 
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Thursday—3 


American Gas Association- 
Pacific Coast Gas Associa- 
tion begin joint public re- 
conference, Santa 
Barbara, Cal. 


lations 


Friday—4 


Southern Gas Association, 
Transmission Section, ends 
two-day round-table con- 
ference, New Orleans, La. 


Saturday—5 


Mid-West Gas Association 

will hold annual meeting 

and convention, St. Paul, 

Minn. Mar. 21-23. Advance 
notice. 


c) 


Sunday—6 


American Society of Me- 

chanical Engineers begins 

gas turbine conference, 
Houston, Tex. 





Monday—7 


Texas Telephone Associa- 
tion begins annual conven- 
tion, Dallas, Tex. 


Tuesday—8 


Southern Safety Confer- 
ence ends, Jacksonville, Fla. 


Wednesday—9 


National Electrical Manu- 

facturers Association will 

hold national electric house- 

heating exposition, Chicago, 

Ill. Mar. 21-23. Advance 
notice. 


Thursday—10 


American Society of Bak- 

ery Engineers ends four- 

day annual meeting, Chi- 
cago, Ill. 





Friday—11 


Sout’ castern Electric Ex- 

chanee will hold annual 

conf rence, Boca Raton, 

Fla, Mar. 21-23. Advance 
notice. 


Saturday—12 


Oklahoma Utilities Asso- 

ciation will hold conven- 

tion, Oklahoma City, Okla. 

Mar. 24, 25. Advance 
notice. 


Sunday—13 


Texas Association of 
Broadcasters begins spring 
meeting, Houston, Tex. 


© 


Monday—14 


National Association of 
Corrosion Engineers begins 
annual conference and cor- 
rosion show, Dallas, Tex. 





Tuesday—15 


Ele onic Industries Asso- 
clatt : begins spring con- 
fere: -e, Washington, D. C. 





Wednesday—16 


American Water Works 

Association, Illinois Sec- 

tion, begins annual meeting, 
Chicago, Ill. 





Thursday—17 


Advertising Federation of 
America, Ninth District, 
begins convention, Lincoln, 


Neb. 





Friday—18 


Ohio Telephone Associa- 
tion will hold annual con- 
vention, Columbus, Ohio. 
Mar. 28-30. Advance notice. 














messee Gas Transmission Company 


Big Guns of Gas 
Through sections of 30-inch pipe like this one being lowered into position in a 
ready-made trench, the Tennessee Gas Transmission Company and tts 
subsidiary, Midwestern Gas Transmission, shoot ever-increasing 
volumes of natural gas to keep pace with increasing 
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The Problem of Utility Donations 


By JAMES W. CARPENTER* 


It does not make good economic sense to handicap utilities in their desire 

to contribute to community charities and to programs for civic betterment. 

It puts them at a disadvantage with industry in this good-will building activity. 

Reasonable amounts for such donations which can be considered expense 

should be permitted by law and regulatory authority. Commissions should be 

made to realize that corporate giving has become today's biggest source 
of charitable funds! 


HE late afternoon meeting was com- 
posed of officials from leading indus- 
trial, commercial, and public utility 
concerns throughout the county. The pur- 
pose was the raising of funds for some of 
the local colleges which had expressed 
their willingness to graduate more scien- 
tists and engineers if they could get at 
least reasonable financial support from 
prospective employees of their output. 
The chairman figuratively passed the 
hat from man to man in the meeting. 
*Former vice president, Long Island Lighting 


Company. For additional personal note, see “Pages 
with the Editors.” 


The pledges were coming forth in encour- 
aging figures until he reached a group of 
three or four utility officers. The senior 
of these stood up to explain to the chair- 
man and the others that he would have to 
go a little slow on this project and he 
thought that the public service fellows 
around him were on the same spot. He 
explained to the presiding officer, “There’s 
no question about our needs. We're look- 
ing for engineers now and we'll always 
have to get more of them. We can’t put 
up too much money for their development 
though because that cash is a contribution 
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and has to come out of surplus. Of course 
we can buy a new turbine, truck, telephone 
board, or other facility that has develop- 
ment costs in the price. And there’s no 
question about paying and charging to 
capital or operating expense. When we 
want to contribute to develop our man- 
power supply or to improve local hospitals 
that can keep our present people healthy, 
we're up against some obsolete thinking in 
utility law and regulation.” 

The chairman could only look sad and 
remark caustically, “I thought we had 
headaches in our business but you utility 
boys are sure stuck in a strait jacket.” 


A Serious Handicap 


HAT these head men were really talk- 

ing about was the growing prob- 

lem, the serious handicap, that faces al- 
most all privately owned public service 
companies in keeping up with industry gen- 
erally in supporting the health, welfare, 
and educational agencies of America. The 
federal income tax and many state tax 
laws generously permit corporations to 
remove from tax calculations a maximum 
of 5 per cent of net income before apply- 
ing the income tax charges. Outmoded 
utility regulatory laws in many states do 
not recognize the logical application of 
this formula by allowing the inclusion of 
such gifts as part of the operating ex- 
penses of a utility company. In other areas, 
commissions and managements frown on 
expenditures of this character from a false 
concept of the effects on rates and tariffs. 
Hence public service companies avoid 
or restrict their contributions to the 
praiseworthy projects in their service 
areas. They thus lose their natural posi- 
tion of leadership and they fail in their 
business and moral responsibility to main- 
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tain a sound community. They lose face 
in contrast with general industrials and 
other businesses which gain and expand 
community acceptance through adequate 
and judicious gifts which are made part 
of their costs and, therefore, a component 
of the prices they charge. 


Development of Corporate Giving 


HAT is corporate giving? It is the 

contribution of cash, securities, 
goods, or services by business concerns to 
organizations seeking the welfare and im- 
provement of people and to projects de- 
signed to advance the general betterment 
of the community, local or national. 

What has brought about this relatively 
recent development where such giving is 
an increasingly prominent part of the sup- 
port of community projects, such as hos- 
pitals, health, recreation, and adjustment 
agencies, educational and even religious 
institutions? The simple, direct answer is 
threefold: (a) the income tax, (b) the 
tremendous scientific advances in healing 
and helping people, and (c) the awaken- 
ing of business to its responsibilities as a 
member of society. 

Prior to the First World War the num- 
ber of agencies engaged in physical, social, 
and mental relief or improvement was 
limited and their support came primarily 
from extremely large gifts made by a rela- 
tively small and wealthy group of indi- 
viduals. This benevolence received the 
high-sounding title of philanthropy. Busi- 
ness, industry, and related activities had 
little direct attachment but actually were 
usually the basic source of the moneys 
given because they yielded the profits from 
which the givers contributed. 

Two almost simultaneous events made 
great though gradual changes in this prac- 
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[F this is sound prediction then it is surely time for every business unit and 
trade to look at its power to participate in this program. It is reasonable 
indeed to say that none should be handicapped in performing its réle; truly 
the public utility should be adequately enabled to do its part. Otherwise, it 
suffers in its attempt to protect and enhance its own name and its material 
interests. The facts now are, however, that public utilities nation-wide are 
not yet thinking wisely enough or planning properly for this increasingly im- 
portant aspect of their community relations and their general welfare. In 
the numerous local, state, and national forums, conferences, and programs 
that are taking place, the participation of public utility officials is strictly 


limited. 


tice. The federal income tax took its first 
cut from individuals on their receipts in 
1914 and in August of that year war 
broke out in Europe. The tax percentage 
and regulation have grown and grown and 
there have gradually developed over the 
years certain allowances with regard to 
contributions. The war which involved 
this country in 1917 brought increasing 
demands in the handling of civilian and 
soldier problems, both during the war 
years and after the close of conflict. 


TT continuing effect of the income 

tax law in both federal and state 
usage has been to decrease the amounts 
available in business concerns for divi- 
dends to owners because of the taxing of 
company earnings. The further applica- 


tion of the tax to individual incomes has 
deeply depressed if not destroyed the 
continuance of philanthropy by individ- 
uals. 

By this double twisting of the tax 
rack, eased only by permission to deduct 
a reasonable amount of gifts from in- 
come before taxes, the welfare state has 
moved contributions upstairs from deduc- 
tions out of personal dividends to a sub- 
traction from the gross income of cor- 
porations. The result is to make giving a 
corporate rather than a personal affair. 

It may be added that the leveling effect 
of the graduated income tax and of the 
narrowing of the gap between the top one- 
fifth and bottom one-fifth of our popula- 
tion has required that any appeals to in- 
dividuals that are made shall be done on 
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a mass basis, rather than to a few persons. 
This has resulted in 


(1) Enormous increases in fund- 
raising costs (as a percentage of the 
amounts obtained), and 

(2) Consignment of the field to high- 
ly professional fund raisers, public re- 
lations, and merchandising techniques. 


Moreover, this has caused the available 
funds to be distributed without reference 
to relative needs, but rather in proportion 
to the amount of money spent for drum 
beating in fund raising by the recipient 
organizations. In contrast to this, cor- 
porate giving 


1. Involves low fund-raising costs, 
2. Can be based on rational assessment 
of relative needs. 


Corporate Giving Here to Stay 


ee in the long run the people are pay- 

ing in either event (directly by con- 
tribution or as part of the purchase price 
of what they buy) there is growing 
awareness and acceptance of the fact that 
a more efficient job will be done by the 
corporation than by the individual. This 
trend has been hastened by the multiplicity 
of campaigns that confuse the individual 
and make him increasingly anxious for 
the job to be in the hands of people who 
are in a position to assess the merits of 
the various appeals. 

Again the ever-widening effect of med- 
ical, social, and educational progress has 
made available new practices to ease, 
erase, or avoid physical suffering, to ex- 
pand the methods by which greater com- 
fort can be secured in mass living, and 
to present greater and greater opportuni- 
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ties for schooling. Publicity and propa- 
ganda have brought knowledge of these 
facts to more and more Americans. 

Existing in such an atmosphere, mod- 
ern business has slowly absorbed a con- 
sciousness that it must share in the support 
of these great humanitarian movements 
if it is to maintain freedom for itself. The 
result has been an ever-widening lens in 
the look of management toward the en- 
virons of its own best interests; the exam- 
ination has focused attention on the fine 
public rating of those businesses which 
make gifts to community affairs and re- 
ceive good will in return. Moreover, it is 
quite evident in considering the present 
American viewpoint and trend in social 
thinking and political action that there is 
not the slightest likelihood of a return to 
the times when the benevolent rich were 
the chief support of many hospitals and 
colleges, welfare agencies, and adjustment 
organizations. In this present-day condi- 
tion where economic, political, and social 
phases of our life are woven into a mat 
of taut texture, we are undoubtedly going 
to see expansion rather than contraction 
in the challenge to the corporation to act 
as the efficient community agent to assist 
the eleemosynary function. 


one of the hesitancy in utility giving 
is the result of outmoded laws and 
regulations that discriminate against pub- 
lic utilities in partaking, even if they so 
desire, in the fair and equitable providing 
of money for welfare purposes. Some ex- 
ecutives think that contributions prevent 
rate reductions. Beyond that is a natural 
tendency to adhere to past practices where 
wealthy stockholders were expected to 
make contributions. Even more serious 1s 
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the reluctance of managements to meet 
the challenge of handling contributions 
and the problems that go with them; dis- 
regarding them or total rejection seems 
so much easier than undertaking them. 
An examination of the background of 


charging contributions to the cost of doing 
business because of discrimination specif- 
ically established in Chapter 306 of the 
laws of 1935 amending the General Cor- 
poration Law of that state and reading 
as follows: 


ments the present viewpoints and regulations in 
The any state would undoubtedly demonstrate 
the point. In the following brief review I 


A. Every domestic corporation or- 
ganized under the laws of this state, 


ns in : : ses e 
“ee have covered the situation in New York unless otherwise provided in its certifi- 
snnais. state because I am more familiar with the cate of incorporation or other certificate 
+ Ce record and because I believe it covers fully filed pursuant to law or its bylaws, shall 


have power to co-operate with other 
corporations and with natural persons 
in the creation and maintenance of in- 


which the objections set forth above. 


id re- New York Utilities’ Situation 


jie Poe utility companies in New York stitutions or organizations which are 
esent : . ; : 
‘ state cannot parallel the policy of gen- engaged in community fund, hospital, 
social " , : " ; . aa 
wen eral industrials and business concerns in charitable, educational, scientific, or 
rn to 
were Arguments against Giving Have Been Answered 
; and 
tis _ the argument is closed on whether it is good business to give. 
. di The ballots have been counted in the forum of public opinion and the 
sine! overwhelming majority says, "Yes." The leaders of substantial, wisely managed 
cial companies from coast to coast have evaluated philanthropy as a beneficial 
} iat act and expenditure by their corporations. The courts have spoken in language 
Ong that is clear, emphatic, and affirmative. Even the die-hard viewpoint that 
ction giving can go only to those organizations and institutions that provide im- 
o act mediate, direct, and substantial return to the giver has been exposed by the 


assist stronger light that maintains that corporations are wise when they contribute 
to preserve and advance the system, the atmosphere, the elements of Amer- 
ican living in which they have been nurtured. 
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civic activities in the state or states in 
which such corporation is operating, or 
which are engaged within or without 
such state or states in similar activities 
which in the judgment of the trustees or 
directors of the corporation may be 
beneficial to the business activities of the 
corporation or the well-being of its em- 
ployees, and its trustees or directors 
may appropriate, spend, or contribute 
for such purposes such reasonable sum 
or sums as they may determine; pro- 
vided that a contribution shall not be 
authorized hereunder if at the time of 
the contribution or immediately there- 
after the donee institution shall own 
more than ten percentum of the voting 
stock of the donor corporation or one 
of its subsidiaries (which term for the 
purposes of this section shall be deemed 
to mean any corporation in which the 
donor corporation owns fifty-one per- 
centum or more of the securities having 
voting power for the election of direc- 
tors, either at all times or only so long 
as no class of stock having preference 
or priority in the payment of dividends 
or in the distribution of assets upon any 
dissolution, liquidation, or winding up 
of the corporation has such voting 
power because of default in dividends 
or some other default as set forth in 
the terms and provisions thereof) ; pro- 
vided, however, that the provisions of 
this section shall not be construed as 
directly or indirectly minimizing or in- 
terpreting the rights and powers of cor- 
porations, as heretofore existing, with 
reference to subscriptions and payments 
of the nature above specified. 
However, no part of any funds here- 
after subscribed or paid by any public 
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utility company subject to the jurisdic- 
tion of the department of public service 
for any of the purposes or pursuant to 
the authorization of this section shall 
be deemed a part of the expenses of the 
operation of the business of such com- 
pany or properly chargeable to such ex- 
pense and no such company shall charge 
any such funds to or credit the same 
against its operating expense account or 
any other account which ts directly or 
indirectly considered for rate-making 


purposes. 


‘ I ‘nis steel caging was neatly encased 
within the strong concrete shell 
known as Chapter 283 of the laws of 1934, 


reading: 


B. Section 107. Approval of the use 
of revenues: Except with the consent 
and approval of the public service com- 
mission first had and obtained, no pub- 
lic utility shall use revenues received 
from the rendition of public service 
within the state for any purpose other 
than its operating, maintenance, and de- 
preciation expenses, the construction, 
extension, improvement, or mainte- 
nance of its facilities and service, the 
payment of its indebtedness and interest 
thereon, and the payment of dividends 
to its stockholders. 


This philosophy of the state in 1934 
and 1935 is an undue burden on progres- 
sive management in the year 1960. These 
laws came into being in a time of panic, 
in the days of political chicanery over pub- 
lic utility regulation, in the period when 
public service corporations were being 
horsewhipped to give politicians momer- 
tary endorsement at the ballot box. 
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New Jersey Case Endorses Giving: 

















aoe conditions require that corporations acknowledge and discharge 
social as well as private responsibilities as members of the communities 
within which they operate. Within this broad concept there is no difficulty in 
sustaining, as incidental to their proper objects and in aid of the public welfare, 
the power of corporation to contribute corporate funds within reasonable limits 
in support of academic institutions. But even if we confine ourselves to the terms 
of the common law rule in its application to current conditions, such expenditures 
may likewise readily be justified as being for the benefit of the corporation; 
indeed, if need be the matter may be viewed strictly in terms of actual survival 
of the corporation in a free enterprise system." 


Such a course of corporate conduct as 
these laws compel is not in tune with our 
times. It is no longer a question of wheth- 
er corporations can, should, or will give. 
The atmosphere of America today re- 
quires their sharing the problems, the op- 
portunities, the demand for expansion and 
improvement of the education, health, 
welfare, and community projects of the 
mid-century years. 


Why Companies Must Give 


T= test for giving is whether the 

money, services, or participation pro- 
vides facilities for the health and welfare 
of employers, stockholders, customers, 


and communities; whether education is 
furthered with general benefit to the citi- 
zens; whether the maintenance of free 
American life is insured by the work of 
gift recipients. 

Donald K. David of the Ford Founda- 
tion said before the Chamber of Com- 
merce of Greater Philadelphia, “How- 
ever, the trend of American law is to me 
most encouragingly in the direction of 
recognizing that the corporation must 
have the right to nurture the society in 
which it thrives. I believe corporations 
must engage in the wise philanthropic ex- 
penditure of a portion of their profits in 
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order to preserve the system which makes 
profits possible.” 

American boys building fires in the open 
fields or at camp on overnight trips have 
for many, many years translated this phi- 
losophy into a very simple and direct 
statement, “No woody, no warmy.” The 
American corporation that wants to enjoy 
the glow and the protection of the bless- 
ings of our beneficent existence must add 
its share to the maintenance of the things 
that establish and nurture that way of life. 
Such support is today an integral part of 
the cost of doing business whether it is in 
factories, grocery stores, professions, or 


public utilities. 
H™ well are utility companies present- 
ly meeting this challenge even under 
the existing handicap? In the national 
recognition that is appearing with respect 
to corporate giving there has not devel- 
oped thus far a yardstick or rule of thumb 
that indicates the average or reasonable 
amount that a company can be expected 
to donate annually. A figure that is receiv- 
ing increasing emphasis as time goes along 
is one per cent of net income before de- 
ductions of federal income taxes. The 
utilities of New York state, handicapped 
in law as they are, have none the less made 
a respectable showing in this direction 
even though obliged to enter such expendi- 
tures “below the line.” 


Record of New York Utilities 


€ 


From annual reports of numerous com- 
panies filed with the state public service 
commission, the data for 1955, shown in 
table below, are indicative. 

A spot check of the 1934 contributions 
by 11 companies of various type, size, and 
location shows that they gave a total of 
about $28,000 from gross revenues of 
over $114 million and net income after 
income taxes of $21.5 million; certainly 
a minor fractional figure on any basis. It 
is probable that this situation is no better 
than in other states. The argument offered 
here is that the present amounts should 
be doubled in a conservatively developed 
action and should all be charged to oper- 
ating expenses. 


Why Is Giving Now a 
Charge to Surplus? 

_ look at the record. Prior to 1930 
utility companies in New York state, 
in line with other business, as has been 
mentioned previously, did not make many, 
and certainly no large, contributions. The 
question of effect upon rates apparently 
had not been raised. In 1931 the state 
legislature (Chapter 76) added § 33 to 
the General Corporation Law enabling 
companies for a period of one year to 
make contributions and to treat them as 
expenses. Public service corporations were 

excluded as to this latter provision. 
In 1932 this section was extended for 
another year by Chapter 188. In 1933 a 


Net Income 


Number 
O 


Type of Company Companies 
Electric or Combination 9 

as 
Telephone 


Water 
Total 
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6 
4 
4 
23 


Before Federal 
Income Tax 
Deductions 
$190,663,223 

14,283, 

156,511,636 


941 


3,561,278 


296 


$365,020,078 
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new § 33 was adopted (Chapter 104) 
which removed the restriction on utility 
companies as to accounting in expenses 
for a period of twelve months and this 
was further extended until March 31, 
1935, by Chapter 129 of the laws of 1934. 
Then in 1935 the legislature reverted to 
the 1931 policy and adopted Chapter 306 
quoted previously. 


Wu these temporary changes and 

possible conflicts in state laws were 
in effect it became necessary for utilities in 
New York state to seek a ruling by the 
public service commission on the account- 
ing entries that would record contribu- 
tions since this had direct effect upon the 
rate-making figures of such companies. 
In 1934 Peoples Gas & Electric Company 
of Oswego, Buffalo General Electric Com- 
pany, Niagara, Lockport & Ontario Pow- 
er Company, Niagara Falls Power Com- 
pany, and Niagara Electric Service 
Company petitioned the commission for 
consent and approval to pay certain funds 
to welfare organizations in their service 
territories. (PSC Case Nos. 8296, 8297, 
8298, 8299, and 8300.) The commission 
first ordered that the disbursements be 
made and charged to surplus. (Four com- 
missioners voting yes, one commissioner, 
no. ) 

Upon application, rehearings were held 
to pass upon the question of charging the 
items to expenses. The presentation in- 
volved principally oral testimony by do- 
nors and recipients as to benefits to the 
companies and the legal questions of the 
supremacy of the direction of § 33 of the 
General Corporation Law of 1933 over 
the intent of § 107 of the Public Service 
Law (1934). Opinion of the public serv- 


ice commission counsel was to the effect 
that § 33 was paramount so the commis- 
sion permitted the donations to be charged 
to expenses. (Four commissioners, yes, 
one commissioner, no.) By 1955 the new 
legislation had taken contributions out of 
expenses, 


Analysis of Commission Thinking 


HERE are some interesting features 

in the commission memoranda in 
both the initial case and the rehearing 
which reflect the thinking of those times 
in contrast to the public viewpoints of to- 
day. In fact, the statements and disap- 
provals that are contained in these com- 
mission papers present some of the ob- 
jections to the proposal here being urged 
so it may be well to discuss and answer 
each of these points: 


1. If any considerable number of 
the stockholders of the company are 
residents of the locality in which the 
charity is located, it is probable that 
they have already made contributions 
from their private incomes. 


This needs to be considered from three 
angles. First, the organizations consid- 
ered here are not charities but welfare 
units. Twenty-five years have deepened 
clearly the canyon between these. Charity 
is good will and liberality to the poor and 
suffering ; charity is an act of benevolence, 
the disposition of health, education, and 
morals of some or all of the people. To 
provide food on Thanksgiving for down 
and outers may be charity, and it is cer- 
tainly evidence of a kindly spirit ; to insure 
adequate hospitals, colleges, schools, and 
libraries, to prepare against community 
disaster, to relieve or eliminate illness and 
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bodily ailment are not basically of the 
spirit but of the mind. 

Secondly, the corporation cannot meet 
its obligation to partake of community re- 
sponsibility by hiding behind its stock- 
holders, officers, or employees and what 
they may contribute. The corporation has 
a direct responsibility as a member of the 
community which it must meet itself. 
Moreover, the ever-growing dispersion of 
stock holdings across the nation, particu- 
larly of utilities, in itself refutes this con- 
tention. 


- the third place the whole economics 

of fund raising has changed in the past 
twenty-five years, as lias been pointed out 
previously in this article. Today the skilled 
and efficient hand of the corporate giver 
that comes into action without outrageous 
costs, is needed to replace the old methods. 


2. Stockholders may hold directors 
personally liable for disbursements not 
for the purposes of the corporation or 
for dividends. 


The answer has been given to this view- 
point a number of times, by numerous 
authorities. It is a waste of time to attempt 
to reform these statements or to improve 
them. 


3. Contributions should not be made 
at all. Any proposed donations should 
be reflected in lowering of rates. 


This is the philosophy of the dema- 
gogue, playing for the public’s eager ac- 
ceptance of a popular slogan. The immedi- 
ate purpose of such activities is lower 
rates to be achieved at the sacrifice of 
good performance but the ultimate objec- 
tive is government operation of utilities. 
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The electric street railway systems of 
America, like the vanished herds of buf- 
faloes, are mute monuments to this hypo- 
critical cry for rates not only non- 
compensatory but ultimately confiscatory. 

Actually the gross amount of donations 
here contemplated, when spread over the 
gross revenues of all the utilities of the 
state of New York, if applied to rate re- 
ductions, would produce a minor change 
in the second decimal place in the average 
rate. However, let us take a brief look at 
the fundamentals of this factor of the 
problem. Current rate-making theory, 
while it may not impose a starvation diet 
on utilities, at least sees to it that they are 
kept lean. The fact that contributions are 
even as high as they are, is evidence both 
of the growing awareness of utility man- 
agements of their community responsibili- 
ties, and of the pressure of the community 
to obtain utility support for welfare 
projects. 


What Commissions Might Do 


a commissions have two al- 

ternatives: (1) either keep the rates 
down so low that proper utility giving out 
of permitted earnings would make earn- 
ings too low to support the security struc- 
ture—a step which the community ob- 
viously does not want, else it would not 
solicit utility funds; or (2) tacitly go 
along with utility contributions, by not 
squeezing the rates down to the point 
where no contributions could be afforded. 
Some commissions have taken an in-be- 
tween course. Rates have not been driven 
down to the point where no giving at all 
is possible, but utility managements have 
not felt able to do what they know is right. 
For both company and commission this is 
like being a little virtuous. It is time to 
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face up to the situation, so that people will 
know where utility managers and com- 
panies stand. Would the people of any 
state, would the state itself, be better off 
with an infinitesimal change downward 
in utility rates or in the provision and 
maintenance of adequate educational, 
health, and welfare facilities? 

A corollary of this argument is ad- 
vanced in these commission papers, The 
consumer has no voice, no opportunity to 
select, no vote on the recipients or amounts 
of donations charged to operating ex- 
penses. Neither does he in the kind, price, 
or method of use, of the fuel that pro- 
vides his gas or electricity, the chemicals 
that purify his water, or the size of the 
cables that carry his telephone messages. 
Business is a matter of judgment, of ex- 
perience, of selection by competent ex- 
perts. If the utilities cannot provide the 
managerial and directorial ability to han- 
dle contributions properly, it is time to 
look at their performances in other areas 
of the domain. 


4. Then there is the comparison with 
the utility operated by a unit of gov- 
ernment. For example: 


“If a city were operating a municipal 


lighting plant and it was proposed to make 
such a contribution from the revenues of 
the lighting department, it would be con- 
sidered improper and I do not see why 
this same principle should not apply to 
private companies. Public utility com- 
panies are coming to be regarded more 
and more as quasi-public institutions.” 


_ are several things to be said 

with respect to this pronouncement. 
In the first place a village, city, county, 
state, or a governmental authority is not 
above the morality that calls upon it to 
share in support of those institutions of 
its area which make that place a better 
American community. Secondly, the pres- 
ent practice of many such municipal con- 
cerns is open to question where full costs 
of service are obtained not from rate- 
payees but unequally from taxpayers of 
the unit. 

Moreover, many of these municipal 
power, gas, or water projects actually 
contribute either to the village, city, or 
county by providing free clerical and pro- 
fessional services or to the citizens by sup- 
plying street lights, power pumping, fire 
hydrants, or other service without charge. 


A Utility Must Justify Its Stand 


[| ws time has come for these utility managers who hide behind the law and 
accounting regulations as a shield against reasonable contributions to 
abandon this Janus position. When they seek the approval of the community 
and its citizens for their acts and policies they need to open their case by 
showing that they do their fair share in providing for a progressive America. 
When they preach that government domination, ownership, or operation of 
utilities is wrong they need to be in the clear that they are not letting govern- 
ment into the educational, hospital, health, welfare domain through their own 
stinginess. When they declare that what is good for the U.S.A. is good for 
the XYZ utility, they must help pay the piper. 


299 
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ewes any acquiescence in the 

theory of the quasi-public institution 
will, as stated hereafter, only hasten the 
day when private enterprise will not only 
be unable to support the necessary adjuncts 
of its community but will, itself, even be 
eliminated completely. Emphasis needs to 
be put right here on the responsibility of 
utilities to contribute to worthy causes 
that are related to their business. If public 
service companies want engineers, chem- 
ists, physicists, business management ex- 
perts, and other products of the American 
educational factory it is up to them to help 
the schools, colleges, and universities pro- 
vide the supply. 

If the utility companies want hospitals, 
clinics, first-aid stations, and medical spe- 
cialties for their employees and families, 
if they want healthy people in their serv- 
ice areas who can earn enough to pay for 
utility service, then it is reasonable to ask 
them to help foot the bill. If they want 
their communities modern in the way of 
youth training, provided with agencies for 
control and abolishment of disease, if they 
want what they should want as good citi- 
zens, let them participate in the fund rais- 
ing of the local welfare units. 


ns millions of dollars are being 
spent annually by the utilities of 
America directed toward the maintenance 
of the individual enterprise system and 
the containment or eradication of creep- 
ing Socialism. This is ex parte effort that 
is not to be condemned but it is an incon- 
sistent effort if it is not synchronized with 
fair participation in the maintenance 
through donation of the general welfare 
of America and Americans. 

An encouraging viewpoint on the ques- 


tion of utility contributions has been ex- 
pressed very recently by the Illinois Com- 
merce Commission in a case involving the 
Illinois Bell Telephone Company as re- 
ported in Pusiic UTILiTIes FortNIGHT- 
LY, January 21st issue, page 103. In this 
instance a gift of cash and participation 
by company personnel in a community 
fund program was found to be in the best 
interests of the people and the company 
and a proper operating expense charge. 

How much better that is than to support 
local welfare agencies through governmen- 
tal means. If the tax collector is to provide 
the moneys for the essential agencies 
in these areas, then we are confronted 
with a steep decline in efficiency. Corpo- 
rate money now given results in nearly 
100 per cent application to the job in hand; 
against that good showing is the claim that 
$2 must be collected through governmen- 
tal channels to have $1 fruitfully em- 
ployed in health and educational activities. 
Moreover, if the money is put up by gov- 
ernment through funds provided from the 
taxing power, the utilities will pay their 
share, charge the expenditures in to the 
tax account, and thus the money comes 
from the customer. 


S™ it all up to say that it is time for 
serious thinking and real action by the 
utility industry, regulatory commissions, 
and legislative bodies. The state laws need 
a thorough inspection and possible amend- 
ment, accounting regulations need to be 
modernized to include reasonable dona- 
tions in expenses, and utility managements 
need to accept their responsibility in mak- 
ing contributions before their industrial 
competitors for public good will leave 
them at the post. 
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The Supreme Law of the Land 


N the September 24, 1959, issue of Pus- 
Lic UTILITIES FORTNIGHTLY, there 
appeared an article by the author 

which, among other things, asserted that 
a decision of the Supreme Court of the 
United States, interpreting the federal 
Constitution, is NOT the supreme law of 
the land.” 

This article provoked a number of com- 
munications to the author, some support- 
ing his view and others not. The former 
greatly outnumbered the latter. One in- 
quiry was to the effect: “If a decision of 
the Supreme Court, interpreting the fed- 
eral Constitution, is not the supreme law 
of the land, what is it?” This is a fair ques- 
tion and deserves a forthright answer. 

The answer is simply this: A decision 
of the Supreme Court, interpreting the fed- 


*For additional personal note, see “Pages with 
the Editors.” The opinions and views expressed in 
this article are those of the author and are not to 
be understood as necessarily expressing the opin- 
ions or views of any other member of the public 
agency with which the author is connected. 

“Judicial Supergovernment and States’ Rights,” 
Volume 64, No. 7, p. 486. 


By the Honorable EVERETT C. McKEAGE* 
President, California Public Utilities Commission 


A decision of the Supreme Court of the United 
States can hardly be considered the supreme law of 
the land, for such a decision is too transitory and 
mutable, The court decides cases and thereby makes 
binding declarations affecting the rights of parties 
to the case, but the Supreme Court—or any other 
court—cannot create laws. 


eral Constitution, is merely the law of the 
case in which such decision was rendered 
and NOTHING MORE. If such decision 
is treated by persons, not parties to the 
case, as law, such action is purely volun- 
tary on their part. No person can be com- 
pelled to obey the mandate of a court 
issued in a litigation to which he is not 
a party, either actual or by representation. 
Such a decision of the Supreme Court may 
not be pleaded to bar an action concern- 
ing the same subject but between persons 
other than those parties to the case in 
which such decision was rendered. This is 
a fundamental rule of law which is deep- 
ly imbedded in the free spirit of this na- 
tion. 


The binding effect of a final decision 
of a court upon the parties to the case is 
not because the decision is the supreme 
law of the land but because the law of the 
land prescribes that such decision shall be 
binding upon the parties to the case. If this 
were not true, litigation would be endless 
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between the same parties and controversies 
would never be resolved. This rule of law 
is so all-embracive that a final decision of 
a court, if jurisdiction exists, is binding 
and the law of the case between the par- 
ties thereto, even though it be conceded 
that the decision is erroneous from the 
standpoint of both law and fact. This lat- 
ter type of decision is as binding on the 
parties to the case as one which is a most 
profound exposition of the law. 

This illustrates the true rule of law as 
to the binding effect of decisions of courts, 
whether the court be a court of first in- 
stance or the Supreme Court of the United 
States. The final decision of a court binds 
the parties finally and conclusively, not be- 
cause it is the supreme law of the land, but 
because the law of the land has so pro- 
vided. 

The Supreme Court is in no different 
category than any other court, so far as a 
final decision is concerned. To assert that a 
decision of the Supreme Court of the Unit- 
ed States, interpreting the federal Consti- 
tution or interpreting any other law, is the 
supreme law of the land is wholly at vari- 
ance with long-established constitutional 
principles and, as Mr. Justice Holmes re- 
marked in connection with another sub- 
ject, “It won’t wash.” 


Interpreting Constitution 


eon only thing which might be said to 
be impliedly to the contrary of the 
foregoing is the recent statement of the 
Supreme Court in the segregation cases 
that the interpretation of constitutional 
provisions contained in its decisions is the 
supreme law of the land. (Cooper v. 
Aaron, 358 US 1, 18, 3 Led 2d 5, 17.) 
However, if the Supreme Court in that 
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case meant to question this fundamental 
rule as to the reach of a final decision of 
that or any other court, it would become 
necessary to overrule and throw into the 
discard a host of final decisions of the Su- 
preme Court on the point. While it would 
hardly be considered necessary to quote 
authority in support of a principle so ele- 
mentary and fundamental, out of an abun- 
dance of caution, the following is cited 
from the decision of the Supreme Court, 
speaking through Mr. Chief Justice Stone, 
in the case of Columbia Broadcasting Sys- 
tem v. United States (1942) 316 US 407, 
418, 86 L ed 1563, 1571, 44 PUR NS 411, 
420: 


.. . Unlike an administrative order or 
a court judgment adjudicating the 
rights of individuals, which is binding 
only on the parties to the particular 
proceeding, a valid exercise of the rule- 
making power is addressed to and sets 
a standard of conduct for all to whom 
its terms apply... . 


This language speaks for itself and 
needs no explanation or rationalization. 


Sine the segregation cases as an exam- 

ple. The action of the Supreme Court 
in those cases is not legally binding upon 
persons, not parties to those cases. One 
may respect such decisions but, if he was 
not a party to such cases or represented by 
a party thereto or was not an agent, 
servant, or representative of a party there- 
to, he is not legally bound by such deci- 
sions. 

Obviously, this must be true; other- 
wise constitutional due process would be- 
come a sham. A man is still entitled to his 
day in court. 
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Court Decisions Often Reversed 


=" history abounds with instances where the same court decided the 
same issue contrarily in the same case or in different cases within relatively 
short periods of time, because either one or more of the judges of the court 
entertained changed views or new members came on the court. The Supreme 
Court of the United States is the outstanding example of this sort of thing. 
| cite the legal tender cases, the income tax cases, and the flag salute cases, 
wherein provisions of the federal Constitution were at issue and were in- 
terpreted, the Supreme Court first holding one way and then shortly thereafter 
holding the exact opposite. There are other instances of cases of this kind. 
It is little wonder that a decision of that court could hardly be called the su- 
preme law of the land. A court decision is too transitory and mutable to rise 
to the dignity of the supreme law of the land, as history has so abundantly 
demonstrated by the cases just cited. The supreme law of the land is not that 
ephemeral, evanescent, and ''flexible.” 


Courts Not Lawmakers, But... 


Cyraen decide cases and in so doing 
make binding declarations with re- 
gard to the rights of the parties to the case 
but courts cannot create law, although they 
violate this prohibition under the guise of 
judicial interpretation and the Supreme 
Court of the United States is the worst 
offender of them all because there is no 
agency of government above that court 
which can effectively redress such pro- 
hibited conduct. All courts protest that they 
do not legislate but, under the guise of in- 
terpreting the law, they, in effect, actually 
do legislate. Of course, this is a form of 
usurpation of legislative authority which 
all condemn but which increases as time 
goes on. This regrettable situation consti- 
tutes my major complaint. 


What History Teaches 


|. aaa so fundamental in nature as 

this one deserves a thorough inves- 
tigation. Therefore, let us consult the high- 
est of authority and let us go back to the 
beginning. Surely, the authors of judicial 


supremacy should make credible witnesses. 
We shall call to the witness stand Alexan- 
der Hamilton, a man of great ability and 
of giant intellect but who adhered to the 
wrong philosophy. Bear in mind that it 
was Hamilton who contended that a bill 
of rights in the federal Constitution was 
not only unnecessary but that such might 
be dangerous. Remember how history has 
demonstrated Hamilton’s great error in 
this regard. Judged by the public estima- 
tion of those days, John Marshall was a 
pigmy as compared to Alexander Hamil- 
ton. Eloquently, Hamilton expounded in 
The Federalist the judicial restraints which 
should accompany judicial supremacy, to 
the end that the judges only interpret the 
law, not make law. Following are excerpts 
from his pen on this great subject : 


“Whoever attentively considers the 
different departments of power must 
perceive that, in a government in which 
they are separated from each other, the 
judiciary, from the nature of its func- 
tions, will always be the least dangerous 
to the political rights of the Constitution; 
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because it will be least in a capacity to 
annoy or injure them. The executive not 
only dispenses the honours, but holds the 
sword of the community. The legislature 
not only commands the purse, but pre- 
scribes the rules by which the duties and 
rights of every citizen are to be regulated. 
The judiciary, on the contrary, has no in- 
fluence over either the sword or the purse; 
no direction either of the strength or of 
the wealth of the society; and can take 
no active resolution whatever. It may 
truly be said to have neither FORCE nor 
WILL, but merely judgment; and must 
ultimately depend upon the aid of the ex- 
ecutive arm even for the efficacy of its 
judgments. 


ongous perplexity respecting the rights 

of the courts to pronounce legisla- 
tive acts void, because contrary to the 
Constitution, has arisen from an imagina- 
tion that the doctrine would imply a su- 
periority of the judiciary to the legisla- 
tive power. It is urged that the authority 
which can declare the acts of another void 
must necessarily be superior to the one 
whose acts may be declared void. As this 
doctrine is of great importance in all the 
American constitutions, a brief discussion 
of the ground on which it rests cannot be 
unacceptable. 

“There is no position which depends 
on clearer principles than that every act 
of a delegated authority, contrary to the 
tenor of the commission under which it 
is exercised, is void. No legislative act, 
therefore, contrary to the Constitution 
can be valid. To deny this would be to 
affirm that the deputy is greater than his 
principal; that the servant is above his 
master ; that the representatives of the peo- 
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ple are superior to the people themselves ; 
that men acting by virtue of powers may 
do not only what their powers do not 
authorize, but what they forbid. 


— it be said that the legislative body 
are themselves the constitutional 
judges of their own powers, and that the 
construction they put upon them is con- 
clusive upon the other departments, it may 
be answered that this cannot be the natural 
presumption where it is not to be collected 
from any particular provisions in the 
Constitution. It is not otherwise to be sup- 
posed that the Constitution could intend 
to enable the representatives of the people 
to substitute their wll to that of their 
constituents. It is far more rational to 
suppose that the courts were designed to 
be an intermediate body between the peo- 
ple and the legislature, in order, among 
other things, to keep the latter within the 
limits assigned to their authority. The 
interpretation of the laws is the proper 
and peculiar province of the courts. A 
constitution is, in fact, and must be re- 
garded by the judges, as a fundamental 
law. It therefore belongs to them to as- 
certain its meaning, as well as the meaning 
of any particular act proceeding from the 
legislative body. If there should happen 
to be an irreconcilable variance between 
the two, that which has the superior obli- 
gation and validity ought, of course, to 
be preferred; or, in other words, the Con- 
stitution ought to be preferred to the 
statute, the intention of the people to the 
intention of their agents. 


a does this conclusion by any 
means suppose a superiority of 
the judicial to the legislative power. It 
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only supposes that the power of the people 
is superior to both; and that where the 
will of the legislature, declared in its stat- 
utes, stands in opposition to that of the 
people, declared in the Constitution, the 


judges ought to be governed by the latter 
rather than the former. They ought to 
regulate their decisions by the fundamen- 
tal laws, rather than by those which are 
not fundamental. 


66 HIs exercise of judicial discretion, 

in determining between two con- 
tradictory laws, is exemplified in a familiar 
instance. It not uncommonly happens that 
there are two statutes existing at one time, 
clashing in whole or in part with each other, 
and neither of them containing any repeal- 
ing clause or expression. In such a case it is 
the province of the courts to liquidate and 
fix their meaning and operation. So far 
as they can, by any fair construction, be 
reconciled to each other, reason and law 
conspire to dictate that this should be 
done; where this is impracticable, it be- 
comes a matter of necessity to give effect 


to one in exclusion of the other. The rule 
which has obtained in the courts for de- 
termining their relative validity is, that 
the last in order of time shall be preferred 
to the first. 

“But this is a mere rule of construc- 
tion, not derived from any positive 
law, but from the nature and reason of 
the thing. It is a rule not enjoined upon 
the courts by legislative provision, but 
adopted by themselves, as consonant to 
truth and propriety, for the direction of 
their conduct as interpreters of the law. 
They thought it reasonable that between 
the interfering acts of an equal authority, 
that which was the last indication of its 
will should have the preference. 


“— in regard to the interfering acts 
of a superior and subordinate au- 
thority, of an original and derivative 
power, the nature and reason of the thing 
indicate the converse of that rule as proper 
to be followed. They teach us that the 
prior act of a superior ought to be pre- 
ferred to the subsequent act of an inferior 
and subordinate authority; and that ac- 
cordingly, whenever a particular statute 
contravenes the Constitution, it will be 
the duty of the judicial tribunals to adhere 
to the latter and disregard the former. 
“It can be of no weight to say that the 
courts, on the pretence of a repugnancy, 
may substitute their own pleasure to the 
constitutional intentions of the legisla- 
ture. This might as well happen in the 
case of two contradictory statutes; or it 
might as well happen in every adjudica- 
tion upon any single statute. The courts 
must declare the sense of the law; and if 
they should be disposed to exercise WILL 
instead of JUDGMENT, the consequence 
would equally be the substitution of their 
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pleasure to that of the legislative body. 
The observation, if it prove anything, 
would prove that there ought to be no 
judges distinct from that body.” (The 
Federalist, Everyman’s Library—519, pp. 
395-399. ) 


Judicial Restraint in Practice 


HE utter fallacy of Hamilton’s rea- 
soning was and is that courts pay lip 
service to the rules on judicial restraint 
which he expounded and honor their ob- 
servance by their continual breach. His- 
tory irrefutably proves that this is so and 
one need not look for proof beyond the 
dissenting opinions of the justices of the 
Supreme Court of the United States when 
read in connection with the prevailing 
opinions of that court. This may be re- 
peated in every state of this Union, as 
applied to state courts. COURTS, GEN- 
ERALLY, JUST DID NOT PAY ANY 
ATTENTION TO HAMILTON’S 
TEACHINGS ON THE SUBJECT OF 
JUDICIAL RESTRAINT. However, 
they did follow his philosophy of judicial 
supremacy, as history unmistakably re- 
cords. 
Let us call as a second witness John 
Marshall who, for thirty-four years, was 


the Chief Justice of the Supreme Court 
of the United States. Following the Ham- 
iltonian philosophy, Marshall had the 
following to say on the subject of ju- 
dicial restraint in the bench-mark case 
of Osborn v. Bank of the United 
States : 


. . . Courts are the mere instruments 
of the law, and can will nothing. When 
they are said to exercise a discretion, 
it is a mere legal discretion, a discre- 
tion to be exercised in discerning the 
course prescribed by law; and, when 
that is discerned, it is the duty of the 
court to follow it. Judicial power ts 
never exercised for the purpose of giv- 
ing effect to the will of the judge; al- 
ways for the purpose of giving effect to 
the will of the legislature; or, in other 
words, to the will of the law. (22 US 
738, 866, 6 L ed 204, 234.) (Emphasis 
supplied. ) 


It would be idle to present the moun- 
tains of evidence which exist showing the 
utter disregard by the courts of the prin- 
ciple there proclaimed by Marshall; not 
only by Marshall, himself, but by the Su- 
preme Court over the years. Both the pre- 
vailing and dissenting opinions of that 
court leave no doubt on this point. 


Washington Warned against It 


AMILTON'S and Marshall's words expounding judicial rectitude should 
be the rule, but, in practice, the contrary has been true. This is all the more 
reason for erecting bulwarks to safeguard the law against judicial infraction. 
The moral sermon of Marshall in the Osborn case does state the limits of ju- 
dicial action and anything beyond that is plain, unadulterated usurpation, 
matters not under what guise or euphemism it masquerades. It was change 
by usurpation which George Washington so strongly warned against in his 
Farewell Address to the Republic. 
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rN interesting footnote to this discus- 
sion is revealed by the argument put 
forth by the opponents of judicial suprem- 
acy at the time the great debate was on 
as to whether or not the Constitution 
should be adopted. Let Hamilton tell us 
about this, I quote from The Federalist, 
Alexander Hamilton speaking: 


The arguments, or rather sugges- 
tions, upon which this charge is founded, 
are to this effect : “The authority of the 
proposed Supreme Court of the United 
States, which is to be a separate and in- 
dependent body, will be superior to that 
of the legislature. The power of con- 
struing the laws according to the spirit 
of the Constitution, will enable that 
court to mould them into whatever 
shape it may think proper; especially as 
its decisions will not be in any manner 
subject to the revision or correction of 
the legislative body. This is as unprece- 
dented as it is dangerous. In Britain, 
the judicial power, in the last resort, re- 
sides in the House of Lords, which is 
a branch of the legislature; and this 
part of the British government has been 
imitated in the state constitutions in 
general. The Parliament of Great Brit- 
ain, and the legislatures of the several 
states, can at any time rectify, by law, 
the exceptionable decisions of their re- 
spective courts. But the errors and 
usurpations of the Supreme Court of 
the United States will be uncontrollable 
and remediless.” This, upon examina- 
tion, will be found to be made up al- 
together of false reasoning upon mis- 
conceived fact. (The Federalist, Every- 
man’s Library—519, p. 411.) 


I leave to the candid mind, who has 




















read history, the decision whether or not 
experience has proven Hamilton right or 
whether his opponents saw more clearly 
than he did. The record speaks for itself. 


Marshall and Hamiltonian Ideas 


DG John Marshall, after he became 

Chief Justice, adopted the Hamil- 
tonian philosophy in practice, as applied 
to judicial invalidation of the acts of the 
legislative and executive, cannot be 
doubted because of the fact that his opin- 
ions abound with the philosophy of 
Hamilton’scontributions to The Federalist. 
However, in order to follow Hamilton’s 
philosophy, Marshall threw out of the 
window his own convictions on this sub- 
ject. 

Should there be any doubt on this 
point, read the following from Marshall’s 
brief, as counsel, in the case of Ware v. 
Hylton, which was decided by the Supreme 
Court prior to his becoming Chief Justice: 


.. . The legislative authority of any 
country, can only be restrained by its 
own municipal constitution. This is a 
principle that springs from the very 
nature of society; and the judicial au- 
thority can have no right to question 
the validity of a law; unless such a 
jurisdiction is expressly given by the 
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constitution. It is not necessary to en- 
quire how the judicial authority should 
act, if the legislature were evidently to 
violate any of the laws of God; but 
property is the creature of civil society, 
and subject, in all respects, to the dis- 
position and control of civil institutions. 
... (3 Dallas 199, 211, 1 L ed 568, 
573.) 


Clearly, John Marshall, at the time he 
argued the Ware case, did not believe in 
the claimed authority of the judiciary to 
declare invalid acts of the legislative and 
executive branches of government. We 
must assume that Marshall was sincere 
when he argued in that case against such 
claimed authority because he must have 
been aware of the fact that the Constitu- 
tional Convention of 1787 refused to the 
judiciary such authority, although such a 
grant was suggested. 


Frankfurter on Legislation by Courts 


hy would not be doing justice to this sub- 
ject of courts invading the legislative 
field without reading Mr. Justice Frank- 
furter’s introductory statement to his book 
“Mr. Justice Holmes and the Supreme 
Court,” which he wrote in 1938, prior to 
his becoming a member of the Supreme 
Court. Because this statement is so forth- 
right, unequivocal, and refreshing, it is 
set out in full as follows: 

“The history of the Supreme Court 
would record fewer explosive periods if, 
from the beginning, there had been a more 
continuous awareness of the role of the 
court in the dynamic process of American 
society. Lawyers, with rare exceptions, 
have failed to lay bare that the law of the 
Supreme Court is enmeshed in the coun- 
try’s history; historians no less have 
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seemed to miss the fact that the country’s 
history is enmeshed in the law of the 
Supreme Court.. Normally historians, 
much more than lawyers, guide the general 
understanding of our institutions. But 
historians have, in the main, allowed only 
the most spectacular decisions—the Dred 
Scott controversy or the legal tender cases 
—to intrude upon the flow of national de- 
velopment through their voluminous 
pages. The vital share of the court in the 
interplay of the country’s political and 
economic forces has largely escaped their 
attention. Not unnaturally the court has 
been outside the permanent focus of the 
historian’s eye. For the momentum of the 
court’s influence has been achieved un- 
dramatically and imperceptibly, like the 
gradual growth of a coral reef, as the 
cumulative product of hundreds of cases, 
individually unexciting and seemingly 
even unimportant, but in their total effect 
powerfully telling in the pulls and pres- 
sures of society. And so the rather arid 
doctrines of lawyers have largely held the 
field. This has had two unfortunate as- 
pects. The public has been denied under- 
standing of the intimate share of the 
Supreme Court in the affairs of states and 
nation; the Supreme Court has been de- 
prived of that healthy play of informed 
criticism from without which is indis- 
pensable for the vitality of every institu- 
tion. 


iT 4 HE technical forms in which issues 

come before the court and the pro- 
fessional atmosphere which dominates 
opinions, have helped to build up the tra- 
dition of the court as a body quite dis- 
sociated from the conflicts of politics. To 
be sure, some business of the court is of 
a strictly technical nature. These matters 
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are important, of course; but, on the 
whole, they are limited in their scope to 
the interests of the immediate litigants and 
others similarly circumstanced. Lawyers 
call it, properly enough, private litigation. 
But of this there was much more before 
the court one hundred years ago than fifty 
years ago, more fifty years go than twenty- 
five years ago, and today it might fairly be 
characterized as a minor aspect of the ac- 
tivities of the court.* Such litigation—that 
is, ordinary controversies between Jones 
and Smith—would never have made the 
court the storm center of politics it has 
sometimes become. It is the court’s public 
business that has excited public interest. 


‘ po the very beginning the court 

has had business which in form was 
an ordinary lawsuit but which affected the 
nation as much as action either by the Con- 
gress or by the President. The raw ma- 


terial of modern government is business. 
Taxation, utility regulation, agricultural 
control, labor relations, housing, banking 
and finance, control of the security mar- 
ket—all our major domestic issues—are 
phases of a single central problem; name- 
ly, the interplay of economic enterprise 
and government. These are the issues 
which for more than a generation have 
dominated the calendar of the court. For 


2“The Business of the Supreme Court,” by Felix 
Frankfurter and J. M. Landis (New York, 1928), 
p. 302. 


the special function of the Supreme Court 
in our scheme of things is to mediate be- 
tween the individual and government, and 
to mark the boundaries between state and 
national action. The court ts the final au- 
thority in adjusting the relationships of 
the individual to the separate states, of the 
individual to the United States, of the 
forty-eight states to one another, and of 
the states to the Union. 


—_ Supreme Court exercises this 

tremendous authority as interpre- 
ter of clauses of the Constitution. But the 
clauses which are interpreted differ dras- 
tically in their nature and history, and 
therefore present sharply different prob- 
lems for interpretation. Broadly speaking, 
there are two types of constitutional 
clauses. First are specific provisions de- 
signed to guard against the recurrence of 
well-defined historic grievances or to im- 
pose some specific limitation of power 
either upon the states or the central gov- 
ernment in the distribution of authority 
under our federalism. These provisions 
are so definite in their terms and in their 
history that they canalize interpretation 
within narrow limits. For that reason they 
are seldom brought into question and 
even more rarely excite conflicting views 
about their meaning. Whether a ‘fact tried 
by a jury’ has been ‘re-examined in any 
court of the United States’ otherwise than 
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‘according to the rules of the common 
law,’ whether a crime is ‘infamous,’ 
whether a tax is laid upon articles ex- 
ported from any state, even whether the 
prohibition against ‘unreasonable searches 
and seizures’ has been violated, allow com- 
paratively meager play for individual 
judgment as to policy; they are neither 
frequent nor fighting issues before the 
court. 


—* the second category are the broad, 
undefined clauses of the Constitu- 
tion setting out standards of fair dealing, 
as well as doctrines of government not ex- 
pressed in the Constitution but derived 
from assumptions regarding its purposes. 
These clauses and implicit doctrines of the 
Constitution bring very different prob- 
lems to the court from those just indicated. 
Words like ‘liberty’ and ‘property,’ 
phrases like ‘regulate commerce. . . among 
the several states,’ ‘due process of law,’ 
‘equal protection of the laws,’ doctrines 
like those of the separation of powers and 
the nondelegability of the legislative func- 
tion, are the foundation for judicial action 
upon the whole appalling domain of social 
and economic fact. But phrases like ‘due 
process of law’ are, as an able judge once 
expressed it, of ‘convenient vagueness.” 
Their ambiguity is such that the court is 
compelled to put meaning into the Con- 
stitution not to take it out. Such features 
of the Constitution render peculiarly ap- 
propriate a favorite quotation of John 
Chipman Gray: ‘Whoever hath an abso- 
lute authority to interpret any written or 
spoken law, it is he who is truly the law- 
giver to all intents and purposes, and not 


8“Due Process of Law—Today,” by C. M. 
Hough, Harvard Law Review, XXXII (January, 
1919), p. 218. 
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the person who first wrote or spoke them.”* 
Thus, in deciding whether an act of Con- 
gress is a deprivation of property or a 
Massachusetts tax is an undue burden on 
interstate commerce, the scope for in- 
terpreting the Constitution is relatively 
wide and the opportunity for exercising 
individual notions of policy correspond- 
ingly free. This ts the most active and con- 
troversial sphere of Supreme Court litiga- 
tion. Within it the justices are cartogra- 
phers who give temporary location but do 
not ultimately define the ever-shifting 
boundaries between state and national 
power, between freedom and authority. 

“It is plain, therefore, that judges are 
not merely expert reporters of pre- 
existing law. Because of the free play of 
judgment allowed by the Constitution, 
judges inevitably fashion law. And law is 
one of the shaping forces of society. That 
is why to neglect the Supreme Court’s réle 
in our social and economic history is to 
omit vital factors of the story. The 
Supreme Court gives direction to economic 
forces, especially to the pace and the range 
of their incidence. No matter how power- 
ful the pressures behind the use of the cor- 
poration as an instrument of enterprise, 
it cannot be denied that the Supreme 
Court has enormously furthered corporate 
growth. ... 


“ie speak of the court as though it 
were an abstraction. To be sure, 

the court is an institution, but individuals, 
with all their diversities of endowment, 
experience, and outlook, determine its 
actions. The history of the Supreme Court 
is not the history of an abstraction, but 
the analysis of individuals acting as a 
4From a sermon by Bishop Hoadley, quoted in 


Gray, “The Nature and Sources of the Law’ (sec- 
ond edition, New York, 1921), pp, 102, 125, 172. 
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court who make decisions and lay down 
doctrines, and of other individuals, their 
successors, who refine, modify, and some- 
times even overrule the decisions of their 
predecessors, reinterpreting and trans- 
muting their doctrines. In law, also, men 
make a difference. It would deny all mean- 
ing to history to believe that the course of 
events would have been the same if 
Thomas Jefferson had had the naming of 
Spencer Roane to the place to which John 
Adams called John Marshall, or if Roscoe 
Conkling rather than Morrison R. Waite 
had headed the court before which came 
the Granger legislation. The evolution of 
finance capital in the United States, and 
therefore of American history after the 
Reconstruction period, would hardly have 
been the same if the views of men like Mr. 
Justice Miller and Mr. Justice Harlan had 
dominated the decisions of the court from 
the Civil War to Theodore Roosevelt’s ad- 
ministration. There is no inevitability in 
history except as men make it.” (Em- 
phasis supplied. ) 


yg my opinion, this statement of Mr. 

Justice Frankfurter exposes the com- 
plete unreality of the claim that ours is a 
government of law and not of men. It is 
worth reading many times. I do not agree 
with the philosophy implied in this state- 
ment, but it is substantially true. 

In addition to the article by the author, 
adverted to at the beginning of this piece, 
I desire to call the reader’s attention to the 
case of Smith v. Allwright, 321 US 649, 
665, 666, 88 L ed 987, 998, wherein it is 
implied, by citing with approval the dis- 
sent of Mr. Justice Brandeis in the case of 
Burnet v. Coronado Oil & Gas Co. 285 US 
393, 405-413, 76 L ed 815, 823-828, that 
the court will be inclined to “reinterpret” 


its former decisions on constitutional is- 
sues, where it appears that such decisions 
are erroneous and that it would be diffi- 
cult to correct such error through legis- 
lative action so as to overcome the effect 
of such decisions. Such a philosophy is 
judicial supremacy run wild. Philosophy 
of this quality does not, in my opinion, 
comport at all with the ethos of a gov- 
ernment of, for, and by the people. In 
other words, the Supreme Court will 
judge of the needs of the body politic and 
render a decision accordingly by over- 
ruling prior decisions. 


M: final thought is this: If it be sup- 

posed that a decision of the Supreme 
Court, interpreting the federal Constitu- 
tion, becomes the supreme law of the land, 
then it follows that a subsequent decision 
of that court overruling that decision (this 
has happened many times—the segrega- 
tion cases are an example) would result 
in the Supreme Court setting aside the 
supreme law of the land. In such circum- 
stances, it would have to be then admitted 
that the Supreme Court is an absolute 
superlegislature with the unrestrained au- 
thority to make and revoke the supreme 
law of the land at its will. 

This illustration underlines the utter 
impermissibility of the contention that a 
decision of the Supreme Court of the 
United States, interpreting the federal 
Constitution, becomes the supreme law of 
the land. The invalidity of such a judicial 
philosophy is obvious. The supreme law 
of the land could change from day to day 
because the justices of the Supreme Court 
had changed their views or new members 
had come on the court. The federal Con- 
stitution cannot be made to rest upon such 
evident judicial quicksands. 
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The Blind Spot in 


Utility Retirement 


Programs 


By WILLARD F. STANLEY* 


Utilities should examine their retirement programs to see if they do not contain 
a blind spot that may work to the disadvantage of both the company and 
employee. Group insurance conversion after retirement is expensive and eats 
into the retiree's income. A plan that gave a paid-up insurance policy upon 
retirement would preserve both pension and social security income, while pro- 
viding protection for the pensioner's family. 


HE electric utility industry has done 

an excellent job of providing for the 

financial security of its employees, 
by means of pension plans effective after 
retirement, and group life insurance and 
hospitalization arrangements effective un- 
til that time. 

But there still seems to remain one blind 
spot in many of these plans which could 
easily nullify much of the improvement in 
consumer and employee relations accom- 
plished by the substantial expenditures 
which have been and will continue to be 
made for these financial security pro- 
grams. 
~ *President, Corporate Services, Inc., New York, 
New York. 
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Electric utility corporations are by no 
means “soulless corporations.” Their 
record of employment and conditions 
thereof, in good times and bad, compares 
favorably with other industries. Electric 
utility management has been highly cog- 
nizant of the welfare needs of employees 
and of the obligations of the company 
with respect thereto. 


b bee has proved good business as well 

as fair employee treatment, for good 
employee relations are more important to 
an electric utility than to other forms of 
enterprise. Quite apart from the advan- 
tages incident to having contented and ef- 
ficient employees is the need for favorable 
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consumer relations. Unlike consumers of 
industrial products, who are usually dif- 
fused throughout the nation, or at least 
spread over a considerable region, con- 
sumers of electricity live in the same com- 
munity or general area as the employees 
of the utility. Therefore, the employees 
and their friends and relatives are in- 
cluded among the consumers and can be a 
potent factor in molding general con- 
sumer opinion. 

It is needless to expatiate on the im- 
portance of good consumer relations in 
the electric utility industry nor upon the 
corollary fact that satisfied employees are 
an important element contributing to such 
good consumer relations. Perhaps it would 
be more accurate to say that dissatisfied 
employees can go a long way toward 
worsening consumer relations. 


Retirees Can Affect Consumer 
Relations 

HIs tie-in of employee and consumer 

relations is not limited to active em- 
ployees. Retired employees are equally im- 
portant in fostering and maintaining good 
consumer relations so long as they con- 
tinue to reside in the same area, which they 
may be expected to do for at least a con- 
siderable period after retirement. It could 
logically be contended that because retired 
employees have more time at their dis- 
posal, they are more likely to voice abroad 
their grievances against the company than 
active employees. It is this period, just 
after retirement, where the “blind spot” 
in the retirement program usually first ap- 
pears to the retired employee. 


What Is the Blind SpotP 


a security programs vary in 
many aspects as to each utility. Per- 


centage of the pension to preretirement 
wages, integration of the pension plan 
with social security, whether contributions 
are made solely by the company or divided 
between company and employee, and 
whether employees with comparatively 
little time before reaching retirement age 
are given credit in the plan for past serv- 
ices, are a few major items, where differ- 
ences are likely to exist. The “blind spot” 
lies in the combined result of the follow- 
ing facts: 


(1) Under most retirement pro- 
grams, the employee must convert his 
group life insurance into some other 
form of coverage promptly after re- 
tirement. 

(2) He must henceforth carry this 
new insurance at his own expense. 

(3) The cost of obtaining any per- 
manent form of life insurance at retire- 
ment age (assumed to be sixty-five) 
will, necessarily, be vastly higher than 
employee contributions under any group 
life plan. 


eke employees may convert their 
group life at retirement into another 


form of insurance without physical ex- 
amination. 

This is a valuable right, because at 
that age many could not qualify for new 
insurance, but it in no way mitigates the 
financial burden of carrying a much high- 
er insurance cost after retirement. 

Why must there be such a penalty on 
retired employees? We shall show later it 
need not be that way. But the problem lies 
in the high cost of buying insurance after 
retirement. The problem, therefore, would 
seem to be as much a matter of timing 
as retirement provision. 
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Few Employees Figure on Reduced Pension Idea 


» ies primary purpose of life insurance after retirement is to protect the wife 
of the retired employee in case he predeceases her without leaving sufficient 
means to take care of her during her remaining life. Many pension plans permit 
employees to elect what is called a "joint and survivor" form of pension, 
whereby payments are continued at a lower rate after the death of the retired 
employee and during the remaining life of the wife. Experience indicates few 
employees figure on such a reduced pension after retirement. What they 
have in mind, throughout the preretirement period, is a pension with payments 
terminating at their death. 


( imeeg differential between the two types 

of pension payments will vary con- 
siderably between security programs of 
different companies. However, the “joint- 
survivor” type usually entails a reduction 
in pension payments of from 25 per cent 
to 35 per cent as compared with the other 
type pension. This differential is tending 
to increase, since actuarial statistics show 
women are living longer than men to an 
increasing extent. The above reduction 
does not refer to the payments made after 
the husband dies (the wife thereafter 
usually receiving one-half to two-thirds of 
the previous payments), but to the pay- 
ments from commencement of retirement. 
In other words if husband and wife died 
together they would suffer a substantial 
loss under the joint and survivor type, be- 
cause the plan called for taking care of 
the wife during remaining life if her hus- 
band died first. 


Three Alternatives to Choose 


reomneiae with this “blind spot” in 

the security program, the just-retired 
employee must make up his mind in a short 
time which of three alternatives he will 
choose as the least evil. First, he usually 
has the right to elect to receive a pension 
on a joint and survivor basis. Assuming 
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his pension on the basis of his life only is 
about 30 per cent of $7,000 of wages at 
retirement, or roughly $2,000 a year, an 
assumed reduction therein of an average 
of 30 per cent in coverting to a joint and 
survivor basis, would result in an immedi- 
ate and permanent loss to him of $600 a 
year—$50 a month. 

Second, he can maintain $6,000 of life 
insurance at his own expense at a cost of 
about $450 a year. Third, he can either 
(a) reduce the amount of life insurance, 
thereby reducing his premium cost, or (b) 
drop the life insurance altogether. Either 
of these alternatives would place his wife 
in a serious financial situation were he to 
die long before she did unless he had, at 
retirement, accumulated rights in other 
life insurance with substantially lower 
premiums, or had some form of capital 
sufficient to provide for his wife for all, or 
at least a considerable portion, of her life 
expectancy. 


Mc" utility financial security pro- 
grams call for amounts of group life 
insurance far transcending mere burial re- 
quirements. These amounts are designed 
to provide for the employee’s wife and 
children, during the period when they need 
support, should he die at a fairly early age, 
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and to provide for his wife for an even 
longer period, in case he dies after the chil- 
dren become self-supporting. 

After the employee’s retirement, the 
amount of such insurance should be large 
enough (with other assets) to provide for 
his wife on at least a minimum living 
standard for a large part of her remaining 
life expectancy—preferably, of course, 
this entire period. This recognizes that at 
such age it is unlikely the wife could be- 
come self-supporting. This need is, natu- 
rally, most urgent where there is no other 
insurance or capital to depend on. 


Yh iiceonens what might be considered the 

somewhat typical case of an employee 
covered under a fairly typical retirement 
program of an electric utility, let us sup- 


pose : 


Annual Cost 
To Co. To Emp. 
By the By the 
Company Employee 


Pension contributions (all 
made by the company) are 8 per 
cent of salary, with an assumed 
average wage from thirty to 
sixty-five of $5,500, this would 


average annually 


Group life insurance, to which 
the employer is assumed to con- 
tribute one-third of cost and the 
company the balance, would 
reach an assumed maximum of 
$6,000 for this typical employee; 
assumed cost of this amount of 
insurance, with employee enter- 
ing the plan at age thirty-five 
would be about $16 per annum 
per $1,000 of insurance or a total 


of $96, payable as follows .... $ 64.00 $32.00 


Hospitalization covering the 
fainily of employee is assumed 
to cost $80 per year—divided 
equally between company and 
employee, with expenditures as 
follows 


' Total annual outlay for typ- 
ical employee under assumed 
retirement program 


$ 40.00 $40.00 


$544.00 $72.00 


315 


The company can reduce its net cost to 
about $261 annually by deducting its 
contributions for purposes of the federal 
income tax. If it is assumed such a com- 
pany has 1,000 employees, overall cost of 
the program after taxes would amount to 
something like $260 per annum. 


a ine let’s see what’s likely to happen 

when the employee retires under 
such an assumed program. Let us assume 
near-maximum social security payments 
to husband and wife, aggregating about 
$2,000 a year, with another $2,000 of an- 
nual company pension payable during em- 
ployee’s life—a total annual retirement in- 
come of $4,000 which should not be re- 
duced by individual income taxes. This 
would be about 57 per cent of the assumed 
salary of the employee of $7,000 a year 
immediately prior to retirement. Now the 
“blind spot” comes into prominence, for 
the employee must promptly decide 
whether (a) to elect a joint and survivor 
type pension (assuming he has the right 
to make such an election), or (b) to take 
the $2,000 pension and convert his $6,000 
of group life insurance into an equal 
amount of straight life insurance, or (c) 
reduce the amount of new insurance sub- 
stantially below $6,000 or eliminate new 
insurance altogether and permit the group 
life to lapse. 

The first choice should immediately re- 
duce his pension by something like $600 
a year. The second choice should cost him 
about $450 in insurance premiums per an- 
num. The third election may leave his wife 
totally or partially unprovided for in case 
of his demise at a fairly early date. Only 
if there is other existing low-cost insur- 
ance or capital available can he with safety 
to his wife elect the third alternative. 
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Negative Aspects of 


Retirement Plan Avoided 


he problem may well have never been even mentioned, let 
alone emphasized, in explaining the plan to employees. The 
natural tendency is to concentrate on the employee's right to 


convert the g 


roup life insurance at retirement into other forms 


of insurance without physical examination. The substantially 


higher c 


meee it seems likely that a 
great many employees in companies 
having programs of this nature—perhaps 
the majority of such employees—will find 
themselves confronted with this serious 
predicament upon retirement without hav- 
ing previously given it the consideration 
it deserves. Such a situation is surely not 
calculated to create good feeling toward 
the employing company. 


A Plan Must Be Devised 


fi is essential to the welfare of the retir- 

ing employee and his wife that some 
means be found to eliminate this serious 
“blind spot.” It is almost equally neces- 
sary this be done from the standpoint of 
the utility company, if it is not to en- 
danger the value of the good will de- 
veloped through the large expenditures 
made by the utility to the retirement pro- 
gram over a period of many years. 

With plenty of time on his hands after 
retirement, plus the honest conviction that 
he has not been treated fairly under the 
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ost of the new insurance, due to the relatively ad- 
vanced age of the employee at the time he applies 
for it, tends to be lost by the wayside. Nor is the 
“joint and survivor" form of pension the subject of 
discussion as a rule. Since that type of pension is 
considerably lower, there is a natural tendency to 
feature the form yielding the larger amount. 


company program, and the strong likeli- 
hood that he will remain in the vicinity at 
least long enough to spread the bad tidings 
to friends, relatives, and anyone else who 
will listen—and, through them, to the 
general public—such disgruntled retired 
employees can create a dangerously ad- 
verse Situation in the utility’s consumer 
relations. Only a few retired employees 
spreading this kind of gospel abroad 
throughout the community served may be 
all that is needed to turn a retirement pro- 
gram from an asset into a liability in terms 
of customer relations. 


What Is the Solution? 


HE company cannot afford to obliter- 

ate the “blind spot” by continuing the 
group life insurance after retirement. 
While group insurance costs less than in- 
dividual coverage, due to simplified book- 
keeping, ease of collections, etc., the addi- 
tional cost to the company of carrying the 
assumed amount of insurance on all re- 
tired employees after retirement should be 
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so substantial as to be prohibitive, as a 
practical matter. Nor does such a substan- 
tial expenditure seem necessary to solve 
the problem. 

The solution of this problem lies in 
finding some feasible plan of insurance 
providing for building up, over the many 
years of active employment before retire- 
ment, of the life insurance protection 
needed by the wife after the employee’s 
retirement. Not only is the cost of the in- 
surance substantially lower when taken 
out at earlier age, but the employee, then 
receiving full wages, rather than the re- 
duced income obtainable after retirement, 
is in a much better position to make, con- 
veniently, the necessary annual premium 
payments to provide the essential post- 
retirement insurance protection for his 
wife. Neither the insurance industry nor 
industry in general has been unmindful 
of this “blind spot” and of the need for its 
removal. Several plans already have been 
devised for solving the problem and some 
of them have been adopted by a consider- 
able number of corporations in various in- 
dustries. But it is believed the problem re- 
mains unsolved for at least a majority of 
the utilities. 


Industry Likes This Plan 


HE solution which to date might per- 

haps be considered as most popular 
among industrial enterprises is a plan 
whereby the employee (with or without 
assistance from the employing company) 
commences premium payments on “paid 
up” insurance at a reasonably early age, 
this insurance being in addition to group 
life insurance under a company plan. This 
insurance becomes fully paid up at retire- 
ment and continues in effect thereafter, 
without further payment, during the em- 


ployee’s life. Therefore, it replaces, at re- 
tirement, the group life which is carried 
prior to retirement under the company 
plan and which is allowed to lapse at that 
time. 

The effect of the above plan is to com- 
bine two essentially dissimilar forms of 
insurance (i.e., “term” insurance under 
the group life arrangement, and “paid up” 
insurance, under the additional provision) 
into a single insurance package which is 
deemed best to meet the needs of all 
parties concerned at the lowest possible 
cost. Under this dual plan the employee 
carrying $6,000 of group life and “paid 
up” insurance (the amount assumed here- 
in) can count on his family receiving that 
amount (1) should he die at a relatively 
early age, or (2) should he die after re- 
tirement. Since the insurance continues 
after retirement without further premium 
payments, the pension and social security 
are preserved intact to meet postretire- 
ment living costs. 


[I a utility contributed one-third of the 
cost of the additional “paid up” insur- 
ance under such a plan, its overall costs 
for the retirement program should in- 
crease less than 5 per cent. At an assumed 
age of thirty-five with assumed annual 
earnings of $5,000, the employee’s two- 
thirds share of the additional premium 
should be about $44 a year, or less than 
one per cent of his annual income. 
Obviously, such a plan would not entail 
a material additional outlay for either the 
company or the employee. The company’s 
contributions would act as a strong induce- 
ment to employees to join in the “paid up” 
feature, both by reducing the employee’s 
outlay and also by stamping the new fea- 
ture with company sponsorship. The “paid 
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up” feature includes advantages to the 
employee in the form of a right to certain 
amounts of “paid up” insurance and cash 
surrender values upon leaving the com- 
pany through choice or by discharge. 


eer possible solution, which may 
entail an even lower cost if it could 
be developed as a feasible method, would 
be some new form of insurance coverage 
whereby the insurance company would be 
liable to pay the policy only in the event 
that (1) the insured lived beyond sixty- 
five, and (2) his wife was still living when 
he died. With such a drastic limitation of 
liability, premiums might be very greatly 
lower than under other more customary 
forms of insurance, with the result that 


employee died before retirement, his fam- 
ily would be protected by the group policy 
and if he died thereafter only his wife 
would probably need the insurance protec- 
tion. 

Both the utility and insurance industries 
abound in capable and ingenious execu- 
tives. Surely their combined efforts should 
be sufficient to develop the most efficient 
means of erasing this “blind spot.” 


Some effective solution seems obviously 
needed by those utilities where the 
“blind spot” exists. It is surely penny-wise 
and pound-foolish to make substantial an- 
nual contributions to an overall retirement 
program and then hold back a relatively 
few additional dollars needed to eradicate 


a situation which can nullify all the good 
that the company hopes to achieve by its 
expenditures in terms of consumer and 
employee relations. 


the desired protection could be obtained 
with only slight expense to company and 
employee. Such a form of insurance would 
give all the protection needed, since if the 





mE OUICS is everybody's business. Therefore, everybody properly 

belongs in politics. Every citizen should participate fully in the 
political processes through which the American people choose their 
elected representatives and shape the course of their government. 

“Moreover, if businessmen are to achieve maximum effectiveness 
in politics, they should work toward this goal primarily as citizens, 
rather than as spokesmen for, or representatives of, only one segment 
of the economy. As a businessman who jumped all of the way into 
politics, | can testify that this kind of activity is stimulating, challeng- 
ing, and, at times, even entertaining. 

"Every American has a selfish interest in maintaining a strong, pros- 
perous, and expanding economy. But those who turn to politics in the 
hope of achieving only direct, material gains are likely to be disap- 
pointed. There will be a deep sense of accomplishment within the 
citizen who seeks as his principal reward the knowledge that his politi- 
cal activities have helped to elect well-qualified candidates and to 
bring about better government." 


—THURSTON B. MORTON, 
U. S. Senator from Kentucky. 
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Washington and 


the Utilities 


Gas Problems Get Attention 


NX the regular midwinter meeting of the 
National Association of Railroad 
and Utilities Commissioners’ Executive 
Committee at the Mayflower Hotel in 
Washington, D. C., in early February, 
particular attention was given to the prob- 
lems of the Federal Power Commission 
with gas rate cases, A resolution was 
adopted setting up a special 11-member 
committee of the NARUC to study pro- 
cedures under the Natural Gas Act and 
urging Congress to appropriate funds for 
the FPC to cope with its backlog of gas 
rate cases. 

The resolution cites that the FPC 
was able to dispose of only 240 of 
such cases in 1959, with 1,265 still pend- 
ing, and that consumer rates have been 
increased repeatedly, without the FPC be- 
ing able to fix or determine the reasonable- 
ness of wholesale gas rate increases be- 
cause of its case load. The resolution 
concluded in part: 


Now, Therefore, Be It Resolved, 
That the Executive Committee of the 
National Association of Railroad and 
Utilities Commissioners hereby au- 























thorizes and directs the president of the 
association to appoint a special com- 
mittee composed of a chairman and ten 
members, from states having an interest 
in this matter, to investigate and study 
procedures under the Natural Gas Act 
and report back to the Executive Com- 
mittee with suggestions and recom- 
mendations as to such changes in the 
statute now in effect as to more ade- 
quately protect the public interest; and 

Be It Further Resolved, That the 
Congress of the United States be asked 
to provide the Federal Power Commis- 
sion with adequate funds to staff itself 
with trained and qualified personnel for 
the purpose of making proper investiga- 
tions and conducting speedy hearings 
on whatever rate applications may be 
filed with the Federal Power Commis- 
sion by the interstate pipeline com- 
panies and the natural gas producers; 
and 

Be It Further Resolved, That each 
state commission be requested to co- 
operate with the special committee and 
to furnish such records and informa- 
tion as will be helpful in this investiga- 
tion and study... 
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He yvemedy National Energy Board, 

which has been holding hearings on 
this question for more than two months, 
was expected to end its sessions early in 
February. If the export license is allowed, 
there are still two more steps before the 
path is clear for pipeline construction and 
operation. Both the Canadian “Governor 
in Council” and the FPC must approve. 
Proponents of the plan hope to have all 
obstacles cleared by April. Pipeline con- 
struction could then be started with the 
objective of deliveries of gas by 1961 or 
1962. 

It is proposed to bring about 295 billion 
cubic feet of gas a year into the United 
States. This equals all the gas used by 
Canada in 1959. Incidentally, the Cana- 
dian gas would probably cost the U. S. 
consumer as much or more than domestic 
gas, in the beginning at least. But the ex- 
istence of such a big alternative supply 
could also result in leveling off the steady 
rise in the wellhead price of gas in the 
United States production fields. While 
only one application of five presented to 
the FPC has been approved, the commis- 
sion is known to agree generally that im- 
porting Canadian gas is desirable. 


e 


Atomic Power Developments 


— battle is shaping up at Cape Cod, 
Massachusetts, over the dumping of 
atomic wastes along the Massachusetts 
coast. The National Park Service is ex- 
pected to request authority from Congress 
—and millions of dollars—to establish the 
Cape Cod National Seashore. As a result, 
residents of the Cape Cod fishing and 
resort area fear their communities will be 
endangered if nuclear waste materials are 
dumped nearby. In addition, they charge 
AEC with failure to abide by its own of- 
ficially stated policy on public hearings in 
connection with the choice of sites for 
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atomic waste disposal. They are protesting 
the third AEC license for offshore dump- 
ing in the area. Atomic wastes could con- 
taminate the entire body of water around 
the globe, recently asserted the famous 
Swiss explorer, Professor Piccard. He 
based his contention on the discovery of 
vertical water currents reaching from the 
surface of the sea to the deepest region. 

The AEC has proposed three changes 
in its regulations to encourage industrial 
development of nuclear power. The com- 
mission invited public comment on the 
proposals within sixty days after their 
publication in the Federal Register, which 
occurred in mid-February. The proposals 
stem from a commission study of license 
procedures, with a view to “minimizing 
both delay and the degree of federal regu- 
lation necessarily involved.” 


fies atomic industry had complained in 
the past that AEC licensing regula- 
tions were too restrictive and too full of 
uncertainties. In an address to the Atomic 
Industrial Forum last November, AEC 
Chairman McCone said the regulations, 
where possible, should assure industry that 
a plant properly designed and built will 
be licensed for operation when completed. 
He invited forum members to work with 
the commission “in perfecting and simpli- 
fying procedures which will encourage the 
development of nuclear power” and at the 
same time protect the public interest and 
safety. 

Prohibiting any permanent construction 
at a proposed reactor site before the AEC 
issues a construction permit was the main 
change proposed. This would keep a build- 
er from committing himself to a site be- 
fore the commission had evaluated it. The 
second change would permit issuance of 
provisional construction permits before 
design safety studies had been completed, 
provided the applicant shows he will make 
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the necessary studies and provided there 
is reasonable assurance the site is suitable 
from a safety standpoint for the reactor 
proposed. 

Under present rules, an operating 
license may not be issued until the com- 
mission finds that construction has been 
completed. Under normal conditions, how- 
ever, some construction cannot be com- 
pleted until after nuclear operating tests. 
The third change would permit issuance 
of a provisional operating license as much 
as ninety days before the scheduled start- 
up “so that transition may be made from 
construction to operation without unneces- 
sary delay.” No license would be issued in 
any case, the AEC said, without full re- 
gard for public health and safety. 


| pentaconapegsns may establish a state 
agency to promote the development of 
the atomic industry in that state. Such a 
proposal has been suggested by Gwilym 
A. Price, board chairman of Westing- 
house Electric Corporation. Addressing 
the Pennsylvania Bar Association last 
month in Pittsburgh, Mr. Price said recent 
changes in the federal law allow the AEC 
to delegate some authority to the states. 
This, he said, “should at least encourage 
the states to set up organizations able to 
expand as added powers are delegated and 
at the same time to foster a vigorous 
atomic industry within the state.” New 
York has such an organization in its office 
of atomic development, set up last year. 


The New York State Power Authority 
wants to get into the atomic energy act, 
but it fears two state committees are try- 
ing to prevent it from competing with 
private utilities in this field. In its 1959 
annual report, it renewed its appeal to 
Governor Rockefeller and the state legis- 
lature to grant the same permissive stand- 
by powers which private companies have 
to build and operate nuclear power plants. 


The authority contends that it wants to 
contribute its share to the development of 
atomic power, but does not seek to become 
an exclusive agency for it. 

The governor’s Committee on Power 
Resources and the staff of Oliver Town- 
send, state director of nuclear develop- 
ment, were accused by the authority of 
trying to “freeze out this authority by in- 
direction.” The governor’s committee re- 
port asked for joint action by the state’s 
seven major public utility companies in 
atomic energy development. Townsend’s 
report urged state partnership in develop= 
ing atomic power, but suggested the New 
York State Power Authority be precluded 
from the proposal. The authority com- 
plained it could see “no good reason” why 
it should be barred from the atomic power 
field if circumstances warranted public 
participation. 


Nebraska REA Has Problems 


lcm REA Co-operatives have been 
warned in Nebraska to “put their 
own house in order or someone will 
do it for them.” This warning was 
sounded by Governor Brooks in an ad- 
dress early last month before the twenty- 
fourth annual meeting of the Nebraska 
Rural Electric Association in Lincoln, 
Nebraska. The governor stressed that the 
economy of Nebraska is basically agricul- 
tural and that if wheat prices fall then the 
REA, as well as other segments of the 
community, will suffer. Brooks said that 
the REA program is “faced with eco- 
nomic debacle” in Nebraska, and cited the 
fact that there were 6,000 fewer farms in 
the state than ten years ago. 

In the past year some 1,000 rural con- 
nections have been lost. He stated that the 
solution to REA co-operatives’ problems 
would be an increased use of electricity on 
existing farms since 95 per cent of all the 
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farms in the state now have electric serv- 
ice. Lyle Marotz, president of the asso- 
ciation, stressed the need to inform farm- 
ers and ranchers of the more than 500 
possible uses for electricity. It was stressed 
at the four-day meeting that over 500 uses 
exist for electric energy on the farm and 
ranch and that the consumer must be ad- 
vised of the advantages of more extensive 
use of electricity. 


* 


Senator Murray’s Power 
Forum 


i ei hearings last month before the 
Senate Interior Committee on the 
“Resources and Conservation Act of 
1960” lived up to earlier expectations that 
they would provide a field day for ad- 
vocates of federal government expansion 
in the area of electric power operation. 
The bill (S 2549) was sponsored by thirty 
Senators, all of whom, but two, are Demo- 
crats. 

But the string of witnesses, including 
three Democratic governors, a number of 
labor union representatives, and public 
power group officials, seemed to bear down 
most heavily upon the alleged inadequacies 
of electric utility and federal administra- 
tion plans in meeting the requirements of 
the United States. In this connection, the 
recent trip to Russia of the Senate group, 
consisting of Senators Moss (Utah), 
Gruening (Alaska), and Muskie (Maine), 
had already been used to report about the 
wonders of Russian electric developments 
for an advance billing on the importance 
of enacting this very bill—S 2549. 

The bill itself declares a new “policy 
and responsibility of the federal govern- 
ment, with the assistance and co-operation 
of industry, agriculture, labor, conserva- 


tionists, state and local governments, and 
private property owners.” This imposes 
the duty of maximum utilization of the 
nation’s resources, with special emphasis 
on “multiple-purpose use.” The bill would 
set up two continuous advisory and re- 
porting groups at the executive and con- 
gressional levels, respectively. One would 
be a Joint Congressional Resources Com- 
mittee and the other a “White House Re- 
sources Council.” Both would have to 
make periodic reports on the way in which 
our national resources are being developed 
and handled. 


_* inasmuch as there is virtually no 
chance of such drastic legislation be- 
ing enacted—especially over a presidential 
veto—the obvious question which arises is 
why the proponents are making such a 
play. The answer would seem to lie in the 
effectiveness of such hearings to provide 
a suitable sounding board for discussicn 
of government power policy. And this in 
turn may well be echoed during the forth- 
coming presidential campaign. So the 
hearings may well be part of an “educa- 
tional program” in more ways than one. 

It was an enthusiastic audience which 
characterized the earlier hearings at which 
Governors Brown of California, Nelson 
of Wisconsin, and McNichols of Colorado 
appeared. Governor Brown made his pitch 
for interconnection between Bonneville 
and the Central Valley project and called 
for federal government construction of 
joint transmission lines, to be operated as 
“common carriers.” 

What the administration witnesses will 
have to say about this was expected to be 
heard late in February when Interior and 
Defense officials were likely to appear. 
After that the opposition to the bill may 
be given some time to be heard. 
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Telephone and 


Telegraph 


The AT&T Report 


_— gain in telephones, better 
service, and improved earnings made 
1959 “a good year for the Bell system,” 
Frederick R. Kappel, president of the 
American Telephone and Telegraph Com- 
pany, said in his annual report to share 
owners released on February 16th. The 
report went to some 1,737,000 share own- 
ers—up about 107,000 from 1958. 

Mr. Kappel said the accomplishments 
reflected the efforts of Bell system people 
(729,000 of them) to devise and market 
services to fully satisfy individual needs 
and preferences, increase efficiency, and 
“gain wider public understanding that 
good profits are as necessary to good per- 
formance in our business as they are in 
any other.” 

Earnings were $5.22 a share, compared 
with $4.67 a share in 1958. Net gain in 
telephones was 3,298,000—topping the 
previous high of 3,264,000 set in 1946. 
For the fourth consecutive year, the Bell 
system spent more than $2 billion on new 
construction to expand and improve tele- 
phone service. The 1959 figure was $2,- 
250,000,000. 

To help finance this program the system 
obtained about $750 million of new capi- 
tal, largely from the sale of bonds. Interest 
rates ranged from 43 to 53 per cent. 


“High interest rates are only one aspect 
of rising costs,” Mr. Kappel said. “Taxes, 
already heavy, climbed further in 1959. 
So did wages, which are the largest cost 
factor in the business.” 


_ on Bell system service last year 
averaged $3.39 per telephone per 
month. 

“Federal, state, and local taxes on op- 
erations were $1,690,289,000, equal to 
$7.66 per share of AT&T stock, or con- 
siderably more than the earnings per share 
of $5.22,” Mr. Kappel pointed out. In ad- 
dition, phone users paid directly some 
$600 million in federal excise taxes. 
“Telephone excise taxes are unjust and 
discriminatory and should be eliminated 
completely,” Mr. Kappel said. 

The year’s record gain in telephones 
brought the Bell system total to nearly 58 
million—96 per cent dial-operated. Some 
15 million telephone customers (nearly 
twice as many as a year ago) now dial 
long-distance calls to points all over the 
country. 

“Telephone service has never been so 
fast, convenient, and dependable as it is 
today,” Mr. Kappel said. 


_ ahead, Mr. Kappel said that 
two words, “growth and change,” 
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characterize the telephone job of the 
future. 

“New instruments and systems are giv- 
ing our customers many service options at 
varying prices,” he said. “These optional 
features compete for the customer’s dollar 
with all kinds of household and office con- 
veniences. More and more, we in the tele- 
phone business are competitive marketers. 
We must vigorously and intelligently sell 
our wares. We must price them to sell, but 
price them also to produce profits con- 
sistent with the business risk.” 

He noted nonregulated companies’ abil- 
ity to increase their earnings in keeping 
with their greater investment in terms of 
today’s dollars and added: 

The telephone companies’ physical 
plant and facilities, too, are worth more 
in current dollars than they cost in dol- 
lars of the past. Yet many commissions 
today give small recognition to this in 
fixing telephone rates, and generally 
limit earnings to a stated return on the 
original cost of the properties, less de- 
preciation. 

Weare therefore urging the commis- 
sions, in their consideration of tele- 
phone earnings, to give much more 
weight to the shrinking value of the 
dollar. 


> 


1960 Goals Set by 
Communications Workers 


Pies collective bargaining policy com- 
mittee of the Communications Work- 
ers of America, AFL-CIO, held a meeting 
in February at the Barbizon-Plaza Hotel 
in New York city. The three-day confer- 
ence was headed by union President 
Joseph A. Beirne and the sessions were de- 
voted to study, discussion, and analysis of 
the nation’s economy. Speakers were also 
heard on the subject of health and hos- 
pitalization insurance. 
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Four goals were established by the 
committee as aims for 1960: (1) equitable 
general wage increases; (2) pension im- 
provements; (3) company-paid health in- 
surance; (4) longer vacation periods. 

Union President Beirne pointed out 
that since 1957 there have been no major 
strikes involving the Communications 
Workers and any communications com- 
pany over contract negotiations. He also 
observed that most contracts have been 
resolved peacefully and prior to the 
termination date of the old contract. 


- a formal resolution setting forth the 
goals of the union, the committee 
stated the following: 

From all indications, and most re- 
cently from the President’s economic 
report to the Congress, as well as his 
Budget Message, 1960 promises to be a 
year of economic growth and relative 
prosperity throughout the United 
States. Capital expansion, industrial 
profits, dividends, and improved tech- 
nology are expected to reach record 
heights. The same favorable factors are 
equally evident in Canada. The Com- 
munications Workers of America firm- 
ly believe that, in order to maintain a 
proper economic balance, American and 
Canadian workers must continue to 
share in this growth. 


A number of contracts with the Com- 
munications Workers of America come 
up for renewal within the next three 
months. Among those companies involved 
are Northwestern Bell Telephone Com- 
pany (Iowa, Minnesota, Nebraska, the 
Dakotas), Illinois Bell Telephone Com- 
pany (traffic department), Chesapeake & 
Potomac Telephone Company of Wash- 
ington, D. C., Chesapeake & Potomac 
Telephone Company of Maryland, Chesa- 
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peake & Potomac Telephone Company of 
Virginia, Chesapeake & Potomac Tele- 
phone Company of West Virginia, and the 
New Jersey Bell Telephone Company 
(traffic department). 


» 


Governor Rockefeller Plans 
Telephone Tax Meeting 


w™ Yorx’s Governor Rockefeller 
plans to meet with the New York 
congressional delegation in Washington, 
D. C., on March 2nd. The topic of discus- 
sion will be the ways and means of con- 
vincing the administration and Congress 
to remove the 10 per cent telephone tax 
due to lapse automatically on June 30th. 

Governor Rockefeller would like to see 
the federal tax removed so that a state 
levy could replace it. Accompanying the 
governor to the Washington meeting will 
be prominent Republican members of the 
state legislature. Democratic members of 
the legislature have also been invited; 
however, they have indicated that they 
do not approve of the state levying the 
tax, even if it is used for schools. Under 
the governor’s plan the state would grant 
authority to the six largest cities and all 
outside school districts to levy the tax for 
school purposes. 

In spite of the disapproval of Demo- 
cratic state legislators the mayor of New 
York, Robert F. Wagner, is apparently 
backing Rockefeller’s stand since the tax 
would net some $40 million for the city 
area. The majority of the state’s Demo- 
cratic Congressmen are from the New 
York city area and it is not known at the 
moment whether they will follow the 
mayor’s lead or will stick by their opposi- 
tion to the tax. 

Pending the outcome of the Washing- 
ton conference the New York state legisla- 
ture has postponed action on a resolution 


which called upon Congress to let the tax 
lapse on June 30th rather than renew it. 

The telephone companies themselves are 
sure to wage an active campaign to ask 
Congress to refrain from reinstating the 
levy. A good bit of ground work was done 
by the various companies in their effort 
to establish an expiration date and more 
action can be expected in the near future. 


5 


New Electronic Telephone 
System Outlined 


Ly G. MiTcHELL, president of Gen- 
eral Telephone & Electronics Cor- 
poration, in a speech before the Chicago 
Executives’ Club, has outlined new tele- 
phone communications techniques that 
may revolutionize the industry. 

Mr. Mitchell indicated that at some 
future date telephone conversations will 
no longer be changed to modulated elec- 
tric waves, They will be broken into small 
bits of information, loaded on a cable, 
and sorted and delivered at the other end 
as audible. Through the use of electronics 
it is expected that one day transmission 
efficiency can be increased to about 80 per 
cent. At the present time efficiency is only 
at about 63 per cent, since no more than 
65 per cent of the connections on a switch- 
board are ever busy at one time. In ad- 
dition, when a line is in use pauses in 
speech leave the line open about 95 per 
cent of the time. 

He stated that the word “communica- 
tions” has taken on a new meaning and 
that it now denotes getting the right in- 
formation to the right person at the right 
time—in addition it is the gathering of in- 
formation, processing it, and delivering it 
to the point at which it is needed. He in- 
dicated that research on the electronic 
transmission of speech already is under 
way. 
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AT&T Vigorously Defends 
Profits System 


S* officials of the Bell system have pre- 

pared an interesting brochure (15 
chapters, 95 pages) entitled “Profit, Per- 
formance, and Progress — a Study of 
Regulated and Nonregulated Industry.” 
It includes case studies of nine industries 
—textiles, steel, business machines, meat 
packing, retail sales, electrical equipment, 
rails, airlines, and electric utilities. A 
number of charts and tables help prove 
the thesis that adequate profits “pay off” 
both for stockholders, customers, and the 
economy as a whole. 

The study shows, by concrete illustra- 
tion, that good profit, good management, 
and a good product go hand in hand. A 
business which does not have these three 
tends to hold down living standards and 
put a brake on social progress. A good 
profit enables a business to do more re- 
search and develop new and better prod- 
ucts, to improve efficiency by installing 
new machinery ; expand and provide more 
and better jobs; and to furnish its prod- 
ucts at lower cost to the consumer than 
if profits were small. The Bell represent- 
atives sought to analyze such factors as 
the following in both nonregulated (com- 
petitive) and regulated industries: reli- 
ance on the profit motive; incentive for 
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Financial News 


and Comment 


By OWEN ELY 


risk taking; adjustment to inflation; de- 
preciation and retirement policies; avail- 
ability of internal funds for expansion; 
and relations with labor, the community, 
and the general public. 


bey textile industry is a good example 
of narrow as opposed to progressive 
competition. While it sells $13 billion 
goods a year, plant consists largely of 
some 4,000 small mills, located mainly in 
small towns. It is plagued with low profit 
margins (about 6 per cent return on capi- 
tal versus 11 per cent for all manufactur- 
ing), chronic idleness, mill failures, low 
pay, little security. Depreciation charges 
are too low, purchase of new machinery 
too small, research expenditures negligi- 
ble. 

The steel industry does better than the 
textiles, but profits may not be entirely 
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adequate. It has large fixed plant in re- 
lation to sales, and wages are an impor- 
tant part of the expense dollar. Competi- 
tion is intense among quality, service, 
and special products; and there is pres- 
sure by government against price in- 
creases. The more profitable companies 
are active in research, but other companies 
lag. 

Office equipment is one of the smaller 
but strategic industries. It has grown 
rapidly, with computers an important 
factor. Profits are ample to permit ade- 
quate depreciation and research. IBM has 
plowed about two-thirds of its profits 
back into the business, and is noted for 
its high wages and good local relations. 
The industry, while competitive, enjoys 
good profits, permitting research and 
progress. 

The meat-packing industry has suffered 
from narrow price competition and low, 
unstable profits. However, even in such 
an industry it is possible to find some 
companies with good management which 
can increase sales by developing adver- 
tised, packaged products, with improved 
profits. 


oe is the biggest business in the 
country and Sears, Roebuck is the 
largest general merchandiser. By its abil- 
ity to earn good profits—averaging 18 
per cent in 1946-57—Sears has increased 
its position in the industry. Its success is 
attributed to ‘nimble management,” use 
of differentiated products under its own 
brand names, and its buying system. It 
has had the money to grow, innovate, and 
risk, while its prices remained generally 
lower than those of competitors. 

One of the best examples of the profit 
system is General Electric, with sales 
of over $4 billion a year. It spends 6 
cents of every sales dollar for research 
and development. The price of new GE 


appliances is determined by trial and 
error, selecting the competive price which 
will produce the best profit. In fifty-eight 
years the company has never been in the 
red; its return since 1925 has averaged 
15.8 per cent. There is an incentive com- 
pensation plan for 2,100 management 
people, a stock option plan for 1,100, and 
a savings and stock bonus plan for em- 
ployees. 

In a chapter entitled “Four Pairs of 
Competitors,” the Bell brochure studies 
the contrast beween success and average 
or poor performance, by comparing four 
pairs of companies from four industries. 
The conclusion is that the poorer firms 
are not sufficiently profit-motivated — 
profit is not always taken as the measure 
of a department’s efficiency. 


a= of 50 large industrial com- 
panies confirms the conclusions al- 
ready drawn as to the importance of good 
profits. Dividing the companies between 
two groups—25 more profitable and 25 
less profitable—the accompanying charts 
(page 328) reveal that the more profitable 
companies have increased their total capi- 
tal much more rapidly, financed a larger 
proportion of their growth through re- 
tained earnings, and have substantially 
larger sales per employee than the less 
successful companies. 

Regulation is the law’s substitute for 
competition, but has regulation led to 
good performance as measured by the 
seven criteria set up in this study? Has 
regulation encouraged the rails, the air- 
lines, and the electric utilities to embark, 
like competitive industries, on new paths 
—to set new business goals? Certainly 
this has not been the case in the railroad 
industry. 

The railroads employ only half as 
many people as thirty years ago and 
many railroads go into the red when 
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there is any recession in _ business. 
Whether the rails can survive with pri- 
yate ownership is a question. 

The air-line industry is still new and 
glamorous and postwar growth has been 
remarkable, but it is getting into a tangle 
of competition and regulation. The CAB 
has fostered keen competition between the 
airlines—in some cases five or more com- 
panies compete for one market. Airlines’ 
profits have been slipping in the past three 
years, and some of them have now gone 
deeply in debt to finance conversion to 
jet planes. They are requesting earnings 
of 12 per cent on capital but the CAB 
staff and others recommend only 9 per 
cent. 


¢ the electric utility industry growth 
has been rapid, but government power 
has grown faster than private power— 
its output is now 25 per cent of the total 
versus 7 per cent twenty years ago. Pub- 
lic power proponents claim that private 
power does not have enough incentive, 
ability, or money to do an adequate job 
of providing for future power needs. Ac- 
cording to the Bell analysis, this threat 
puts private power in a dilemma. If it 
keeps rates low, the public may give it 
more support; but on the other hand low 
rates make it weaker to do the job ahead; 
better profits would give the utilities more 
financial strength to expand, experiment, 
and hasten the full arrival of atomic 
power. 

With respect to depreciation, the elec- 
tric utilities assume that generating plant 
will last forty years, but this includes a 
“stand-by” period when plant is little used 
—and some commissions do not like obso- 
lete plant in the rate base. Many leading 
competitive (nonregulated) companies 
charge all the depreciation on stockhold- 
ers’ books that the law allows them to 
use for tax purposes, and consider heavy 


329 


depreciation as a hedge against obsoles- 
cence. 


WwW almost steady prosperity and an 
abundant supply of low-cost debt 
capital providing leverage, electric util- 
ities have thus far been able to raise share 
earnings and dividends, minimizing losses 
due to inflation. They have not had to 
risk large amounts on research—most of 
it is done for them by competing manu- 
facturers like Westinghouse and General 
Electric. The industry gets a better profit 
almost at once when it buys an improved 
generating unit; while in many other in- 
dustries money spent on new or better 
plant pushes profits down for a while 
before it pays off. But the industry may 
face more serious problems in the future. 
Chairman Cordiner of General Electric 
has stated that, in future, advances in 
generating efficiency will not be enough 
to offset inflation in production costs to 
anything like the degree that existed in 
recent years. 

Some electric power companies have 
been earning in the 7-8 per cent range 
but many others earn less than 6 per cent 
—in fact some large companies are earn- 
ing less than 6 per cent. Yet higher prof- 
its in the power industry have not neces- 
sarily meant higher rates to the consumer. 
While some differences in profits and costs 
are explained by cost of fuel, the rate of 
area growth, etc., nevertheless companies 
that succeed get better profits through 
low costs, not through high prices. The 
following figures cover the 76 largest op- 
erating electric companies in 1956: 
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i ee Bell system also has suffered at 
times from the impact of the regula- 
tory system. In the earlier part of the post- 
war period poor profits prevented the sys- 
tem from spending as much for growth 
and improvement as it would have liked to 
do. The system increased its capital 81 
per cent during 1946-49, but with earn- 
ings of only 5.2 per cent this was a 
gamble. The debt ratio went up from less 
than a third at the end of the war to 
more than 50 per cent in 1949. Over a 
billion dollars in convertible debentures 
was issued, but with poor profits, inves- 
tors were slow to convert debentures to 
stock. In contrast, during 1954-57, with 
earnings beginning to show some improve- 
ment, the system raised more than five 
billion dollars, and the latest convertible 
debentures, issued in March, 1958, were 
more than three-quarters converted with- 
in six months. 
The study concludes: 


This pattern of regulated industry 
seems to be evolving today. We have 
the traction industry which is practi- 
cally dead, the railroads which are in 
danger of dying or becoming govern- 
ment-owned, the electric power com- 
panies which seem to be headed for in- 
creasing problems, and the Bell system 
itself which is becoming increasingly 
concerned about its freedom of action. 


“are of the difficulty in the regulatory 
system is the obsolete feeling that a 
good profit is at the expense of the public. 


e 


Today modern industry realizes that the 
way to good profits is to serve the public, 
not exploit it. Second, is the distrust by 
government and the public of the econom- 
ic power of large corporations, leading to 
efforts to restrict such power “‘in the pub- 
lic interest.” Third, there is the tendency 
to take a short-term rather than long-term 
view of the regulatory problem—as in the 
attitude toward depreciation charges. 
Fourth, there is the “formula” approach 
to regulation which minimizes price by 
limiting profit. Finally, there is the group 
that favors extension of government own- 
ership —they are not concerned as to 
whether industry is doing its proper func- 
tion. 

If regulated industry is to match the 
performance of competitive industry, it 
should be permitted much larger amounts 
of retained earnings where its own per- 
formance merits such treatment. 


¥ 


Electric Appliance Sales 
Expected to Gain 42 Per Cent 
In Decade 


| ee to Advertising Age, Hot- 
point Company has forecast that 
American consumers will spend over $40 
billion in the next decade to buy some 178 
million electric appliances at an average 
cost of $225 apiece. The study apparently 
does not include heat pumps and other 
house-heating appliances or devices, in 
which very rapid gains seem indicated. 


RECENT UTILITY BROCHURES BY WALL STREET FIRMS* 


Company Analyses 


American Telephone & Telegraph 
American Telephone & Telegraph 
American Telephone & Telegraph 
Arkansas Louisiana Gas 
Arkansas Louisiana Gas 
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Bell Telephone of Canada Wells, Bickle & Co. (Toronto) 

British Columbia Power Weeks & Co. 

Calraty OWE IS sos cisinecisccesiesvewe cee Baker, Weeks & Co. 

Carolina Power & Light Reynolds NC aoa sok tesa wrnesrao's 

Central Hudson Gas & Electric FRA TIO STONE NOt © Olio o:e1s'01c10. 5 <i0i6.0i0.0)ssere's'si% 

Citizens Utilities Hill Richards & Co. 

Cleveland Elec. Illuminating A Gy Becker Con ANC. ois ce acceseccce 

Columbia Gas System Argus Research Corporation 

Columbus & Southern Ohio Elec. .............. Merrill Lynch, Pierce, Fenner & Smith .. 

Consolidated Natural Gas Argus Research Corporation 

Consolidated Natural Gas TAN MeS FGI CO 50 oie crvieiesisss.cicicis:o sine 

Consumers Power Argus Research Corporation 

Dayton Power & Light Argus Research Corporation 

El Paso Natural Gas du Pont, Homsey & Company (Boston) . 

PlObId ar POWER OIE 65.5. ce Wdecicccseeecee eer Hirsch & Co. 

General Telephone Hornblower & Week 

General Water Works Butcher & Sherrerd * (Philadelphia) rest 

Iowa Power & Light Goodbody & Co. 

Kansas Power & Light H. Hentz & Co, ........ssccescecsecece 

Kansas Power & Light 

Kansas Power & Light Goodbody & Co. 

Long Island Lighting Argus Research Corporation 

Long Island Lighting Argus Research Corporation 

Mississippi River Fuel Green, Ellis & Anderson 

New England Electric System Merrill Lynch, Pierce, Fenner & Smith .. 

Niagara Mohawk Power Argus Research Corporation 

Oklahoma Natural Gas IPANMOSTOCIEIOL COE 6.5 60.0.5. 06. cisecieicinienress 

Pacific Gas & Electric aH nOStOelen Gey CO). ssc. «'«:sicisis cin Wieisre'eieereiare 

Pacific Power & Light Walston Ge GOINGS ccc scasinsne ends cae 

Potomac Electric Power Birely & Company (Washington) .... 

Public Service Electric & Gas Hirsch & Co. 

Public Service Co. of Indiana Argus Research Corporation 

Public Service Electric & Gas John H, Lewis & Co. 

Public Service Electric & Gas Auchincloss, Parker & Redpath 

Public Service Electric & Gas Argus Research Corporation 

Puerto Rico Telephone Co. ...............05 Thomson & McKinnon 

Quebec Natural'Gas! Corp: ......000secdrsacecee Wr Bee TrettoniGe Coen as sc sieceeaaidieser 

Rochester Gas & Electric GOOG GO CO oir sists scialoceisenwesese 

Rochester Gas & Electric Francis I. duPont & Co, 

Shawinigan Water & Power Baker, Weeks & Co. 

Southern Natural Gas 

Southern Natural Gas Gude, Winmill NN i sca sneha iek 

Tennessee Gas Transmission Dominick & Dominick 

Virginia Electric & Power 

Virginia Electric & Power Argus Research Corporation 

Virginia Electric & Power Argus Research Corporation 

Washington Gas Light ERECT eRe COW ore oiasaisistacd ne nreeesisisieiernice 

Western Light & Telephone TPOSEOE SIN DEE CS CO8 56.5.5 sin:sis siaies ss1e0% 

Western Union W. E. Hutton & Co. 

Westeri Union SLI (2 | Cc a i ee re 
i i A. G. Becker & Goi, Ine) oc... 6506 60 ccc 

Argus Research Corporation 
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Tabulations, General Studies, Etc. 


Electric Utilities Jas. H. Oliphant & Co. Oct. 
Electric Utility Industry loll (ioc) Cc i cr ee Dec. 
Electric Utility Common Stocks— 

Investment Values Backet & Co Oct. 
Electric Utility Common Stocks z Oct. 
Electric & Gas Utility Common Stocks ig First Boston COEDS éiecietcda wen stsis Dec. 
Public Utility Common Stocks Re W. Pressprich 02! COs:...0i05c0cneaesws Nov. 
Regional Study of Electric Gas 

Utility Stocks Issued in Series GOD. VWCCKS 06 COn is cisicsieisciacisinsas ss = — 
Public Utilities Bulletin Eastman Dillon, Union Securities Co... 10 Feb. 
**Evaluation of Growth Stocks Coffin & Burr, BN iinacycx site cekeouva 8 Dec. 


*This list is published several times a year, the last previous one being in the November 19, 1959, issue. 
**Preliminary study prepared by Hugh Pastoriza for private circulation. 
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Anticipated increases in annual purchases On an overall basis these figures would 
would be as follows (000 omitted) : reflect an annual sales gain of 42 per cent 
% In over the next decade. Total sales of these 
(J . . 
1969 appliances are expected to approximate 
Cabinet Ranges 1,100 14,595,000 units this year and 20,560,000 
orm Ranges 1,130 in 1969 
i t 400 , : 
Freezers . 1,200 The forecast does not take into con- 
Air Conditioners .... sideration any new appliances not yet 
Disposers 5 ‘ 
Dishwashers on the market. It is the first forecast in 


Water Heaters 740 0 1 three years to predict higher totals than 
Auto Washers : ’ 
35 the previous year’s forecast. 
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RECENT FINANCIAL DATA ON GAS UTILITY STOCKS 


Aver. 
Ped Incr. Appros. 
2/10/60 Divi- Recent In Sh. Price- Div. Common 
Price dend Approx. Share % In- Earns. Earns. Pay- Stock 
About Rate teld Earnings crease 1955-58 Ratio out Equity 


Pipeline and Integrated Systems 


Ala. Tenn. Nat. Gas .... 25 
American Nat. Gas .... 59 
Arkansas Louisiana Gas . 33 
Colo. Interstate Gas .... 45 
Columbia Gas System .. 20 
Commonwealth Gas 6 
Commonwealth N. G.... 21 
Gonsol. Gas Util. .....+. 
Consol. Nat. Gas 

El Paso Nat. Gas 

Equitable Gas 

Houston N. G. 0.202. 
Kansas Nebr. Nat. Gas . 
Lone Star Gas 

Miss. River Fuel 

Montana Dakota Util. ... 
Mountain Fuel Supply .. 
Natl. Fuel Gas 

Northern Nat. Gas .... 
Oklahoma Nat. Gas .... 
Panhandle East. P. L. .. 
Pennsylvania Gas 

Peoples G. L. & Coke .. 
Pioneer Natural Gas ... 
Southern Nat. Gas 

Southern Union Gas ... 
Tenn, (sas Trans, ...... 
Texas East. Trans. ..... 
Texas Gas Trans, ...... 
Transcont. Gas P. L. ... 
United Gas Corp. ....... 


Averages 


Af 
oo] 


ht et eet DN 
BR 
CS 


WN Ww 


% $i. 13% 11% 163 
: 12 7 ~=13.0 

44 20.6 
NC 


ConmOof 


888) hes 
Ss 
$2 Be Go 


N 


1.520c 
3.28Se 
2.32Se 
2.08Ma 
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1.76Je 
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1.95De 
2.74Det 
2.13Det 
3.79N 
2.10De¢ D 
1.59De77 D18 
140Det D9 
1.93De 4 
1.97Se D24 
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Retail Distributors 


34 S Alabama Gas ‘ 5.7% $1.85De st tae ” 


57 O Atlanta Gas Light : 5.0 208N D 
3 O Berkshire Gas : 5.6 1.16N D7 6 
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Aver. 


Incr. 
Annual —e ce pide 4 — %1 = F Saco 
Rev. rice en *. re n- arns. Earns. 
(Mill.) (Continued) ‘About Rate Vield| Earnings crease 1955-58 Ratio 


2.23Se 10 i 
1.30Det+ 10 18 
1,67De _— 6 
1.83De 22 9 

75Se D33 13 

26N D40 _ 
2.670c D117 13 
2.81De = 11 


Bridgeport Gas 
Brockton-Taunton Gas .. 
Brooklyn Union Gas .... 
Central Elec. & Gas .... 
Cent. Indiana Gas 
Chattanooga Gas 
Elizabethtown Gas 

Gas Service 

Hartford Gas 

Haverhill Gas 

Indiana Gas & Water .. 
Laclede Gas 

Mich: ‘Gas Uuls. ....... 
Minneapolis Gas 

Miss. Valley Gas 

Mobile Gas Service . 
New Haven G 

New Jersey Nat. Gas ... 
No. Illinois Gas 

North Penn Gas 
Northwest Nat. Gas .... 
Pacific Lighting 
Piedmont Nat. Gas 
Portland Gas Lt. ....... 
Providence Gas 

Rio Grande Valley Gas . 
So. Atlantic Gas 

So. Jersey Gas 

United Gas Impr. ...... 
Wash. Gas Light 

Wash. Nat. Gas 
Western Ky. Gas 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, AND WATER STOCKS 


Aver. 
sid Incr. ‘ Appros. 
Annual 2/10/60 Divi- Recent In Sh. Price- Div. Common 
Rev. Price dend Approx. _Share % In- Earns. Earns. Pay- Stock 
(Mill.) About Rate teld Earnings crease 1955-58 Ratio out Equity 


— ee a a a NDR e RS” oe eae 
Ss 


Communications 


American T.& T. (Cons.) 83 $3.30 i ; 11% 4% *16.1 65%, 
Bell Tel. of Canada .... 45 2.20 f 7 2K, 64. 
Cin. & Sub. Bell Tel. ... 90 4.50 i R : 76. 
Mountain Sts. T.& T... 178 6.60 y .88N 7 i 76 
New Eng. T. & T. ...... 36 1.72 : , Z . 62 
eacike alee Ps oeseces 31 1.14 ; : ; 61 
So. New Eng. Tel. ..... At : i 


Averages 


Independents 


Anglo-Canadian Tel. ... 31 
Prawn Gol. Tel, vcscess 44 
Gant, inter, Fel. ..é sess 14 
Calif. Water & Tel. .... 27 
ITAL DEL. sioisiceeceee 22 
Commonwealth Tel. .... 19 
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Incr. 
2/10/60 Divi- Recent 


Annual : 
Rev. (Continued) Price dend Approx. Share % In- . 
(Mill.) About Rate Yield Earnings crease 1955-58 


Plorada Tel. .éssscces 27 1.00 
General Tel. & Elec. ... 2.20 
Hawaiian Telephone .... 1.00 
Inter-Mountain Tel. .... 80 
Rochester Tel, .is.0:5i00 25 1.00 
Southwestern St. Tel. .. : 
United Utilities 

West Coast Tel... 6... 

Western Union Tel. .... 
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Averages 


Transit Companies 


Baltimore Transit 
Cincinnati Transit 

Fifth Ave. Lines 
Greyhound Corp. ....... 
Nat. City Lines 

Niagara Frontier Trans. 
Pittsburgh Rys. ........ 
Rochester Transit 

St. Louis P. S. 

Twin City R. T 

United Transit 
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Averages 


Water Companies 
Holding Companies 
American Water Works 17 : $1.32Se 37% — 


Operating Companies 


Bridgeport Hydraulic . 
Calif. Water Service .... 
Elizabethtown Water ... 
Hackensack Water 
Indianapolis Water 
Jamaica Water 

New Haven Water .... 
Ohio Water Service .... 
Phila. & Sub. Water .... 
Plainfield Un. Water ... 
San Jose Water 
Scranton-Springbrook . 
South. Calif. Water .... 
W. Va. Water Service .. 
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Averages 


A—American Stock Exchange. O—Over-counter or out-of-town exchange. S—New York Stock Exchange. 
Ja—January; F—February; Ma—March; Ap—April; My—May; Je—June; Jy—July; Au—August; Se— 
September; Oc—October; N—November; De—December. NC—Not comparable. NA—Not available. D— 
Decrease. *On average shares, **Includes tax savings from accelerated depreciation. (a)—Adjusted to elim- 
inate 13 cents per share of nonrecurring tax savings. (b)—Also 20 per cent stock dividend January 15, 1960. 
(d)—Also 1 per cent stock dividend quarterly. (e)—Also 3 per cent stock dividend January 7, 1960. (£)— 
Includes extras. (g)—Five per cent stock dividend April 10, 1959. (i)—Also 5 per cent stock dividend 
December 29, 1958. (j)—Also 5 per cent stock dividend March 19, 1959. (k) Also 20 per cent stock divi- 
dend March 9, 1959. (L) Also 10 per cent stock dividend June 10, 1959. (m) Also 10 per cent stock divi- 
dend January 15, 1960. (n) Excludes profit realized on sale of Los Angeles Transit $3.81 per skiare. (p)— 
Also 5 per cent stock dividend June 30, 1959. +December, 1958. ¢+Excludes profit on sale of securities of 26 


cents per share. 
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What Others Think 


How to Have an Accident 


I HAVE been in almost every type of 

automobile accident a person can 
have. I have been hit head-on—rolled over 
and caught fire—I have blown tires and 
hit solid retaining walls—and been hit in 
the rear end, broadside, and hit another 
car in the rear end all at the same time. 
These accidents were all at highway speeds 
with the speed of impact ranging from 35- 
50 miles per hour. In addition, there were 
other damaging types of accidents includ- 
ing sideswipes, fender contacts, and low 
speed collisions. 

How did I survive? Because these ac- 
cidents occurred on a race track in a stock 
car and every race car has a SAFETY 
BELT. 

Stock car drivers have to anticipate 
collisions; and, therefore, prepare for 
them by wearing safety belts. Northern 
Illinois Gas Company, for which I work, 
has taken this problem of employee safety 
very seriously by installing seat belts in 
company vehicles. All the employees have 
to do is wear them! 

Preparation and knowledge are effec- 
tive weapons with which the company em- 
ployee driver can defend his life in any 
automobile accident. Preparation lies in 
the safety belt. This little article is to in- 
crease knowledge among utility company 
people of the importance of this single 
safety device. 


How to avoid hitting that “Average 
Driver” can be taught (and is being 
taught) by extensive and. well-planned 
safety programs and driver training 
classes. But what can the company em- 
ployee do to defend himself when he is 
hit? 


iy the employee wears his safety belt 
faithfully, it is possible to survive the 


most serious of automobile accidents with 
only minor injuries that a band aid could 
take care of. 

There are only two things that must be 
done to use a safety belt properly: 


1. It should be used every single time 
the car is moved. 

2. It should be adjusted so that it fits 
tight enough, so that the wearer is 
aware of its presence. 


None of us ever knows when he will 
be involved in an automobile accident. 
Hence, it is necessary that we wear the 
safety belt at all times. Wearing the belt 
occasionally, is to invite the bad luck of 
having an accident the one time the belt 
is not used. 

In addition to protecting the driver, the 
safety belt has many beneficial “by- 
products” : 


1. It creates a sense of security for 
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the driver knowing that he is prepared 
in case of an accident. 

2. It also tends to make the driver be 
more cautious knowing the reason he is 
wearing the belt. 

3. It supports the back and forces the 
driver to sit erect, and therefore pre- 
serves alertness. 


But most important of all is what do 
other employees think when they see a fel- 
low employee wearing the belt? Do they 
think it is needless? Not the slightest 
chance! If they do poke fun at him, they 
have not yet realized the value and im- 
portance of the safety belt. Usually when 
they see the belt being worn, they actually 
come to respect that driver even though 
they may not admit it. 


We about being trapped in a burn- 
ing car? How about internal injuries 
from a safety belt? Both very good ques- 
tions, which always come up in any dis- 
cussion about safety belts. They can be 
answered better if we see what the value 
of a safety belt is during a collision. 

First, let us discuss the simplest of all 
accidents, the “rear end” collision. Freddy 
Agabasion, twelve-year veteran of the In- 
dianapolis “500,” told me the story about 
a woman stopped at a stop light to make 
a right turn. Car No. 2 hits her from be- 
hind and forces her car around the corner. 
The force of the impact also opened the 
driver’s door. In an attempt to grab the 
door, she fell out of the car and at two 
miles per hour, the rear wheel rolled over 
her head and killed her instantly. Had she 
been wearing a safety belt she would have 
remained behind the wheel and in full con- 
trol after the collision. The fact that most 
fatal accidents occur at city speeds and in 
business and residential areas means the 
safety belt is actually more important in 
the city than on the highway. 

How about the driver on the highway 


MARCH 3, 1960 


that slips off on a rough shoulder and 
slides out of the driver’s seat? The car is 
then out of control and will probably go 
into a ditch and roll over and injure the 
very man who could have saved himself 
if he could have stayed behind the wheel. 


HE safety belt keeps the driver behind 

the wheel in full control even after 
the impact of the collision, in position to 
guide the car to a stop instead of letting 
“Fate” be your driver. The same is true 
in the intersection collision when a car 
or truck is hit in the side and the driver is 
thrown against a door with the force of 
four or five times the weight of his body. 
If he weighs 200 pounds, he would hit the 
door with enough force to tear the door 
off the hinges. A safety belt would keep 
him in the car and off the street where he 
might get run over by his own car. 

In the head-on or “‘brick wall” accident, 
where the front of the car strikes an im- 
movable object, the safety belt is again the 
driver’s “life line.” Without the safety belt 
the first collision is not the one that does 
the real injury; it only crumples the front 
of the car. The second collision happens 
fractions of a second later, when the car 
stops and the driver continues at 35 or 40 
miles per hour right smack into the steer- 
ing wheel, dashboard, and windshield. 
That is when the driver might well wish 
he had his safety belt on. 


eas second impact when the forward 
motion is stopped is when the stat- 
isticians get their business. With the 
safety belt in place and installed correctly, 
the driver becomes a yoke inside the shell, 
instead of a misguided missile amidst a 
jungle of protruding gadgets. On impact, 
the car is the driver’s suit of armor. He 
decelerates with the crumpling metal slow- 
ly. The time it takes for that metal to bend 
is enough so that the force of impact is 
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“I THINK YOU SHOULD HAVE CALLED TELEPHONE 
COMPANY REPAIRS!” 


absorbed by the car—not the driver’s 
head. 

It is a fact that without a safety belt 
passengers are injured after the collision 
is over and the car is at a complete stop! 
Occupants wearing safety belts receive 
little or no injuries from the collision be- 
cause their forward motion is stopped at 
the same time that the forward motion of 
the car is stopped. The human body will 
stand extreme deceleration if distributed 
evenly. But the human forehead, alone, 
cannot stop the weight of a flying body. 

A person can fracture his skull by 
simply walking into the edge of a door. 


337 


That is because the force of impact is con- 
centrated on a small area. Only a very low 
speed of impact can have damaging re- 
sults. 


NY let us answer that second question, 
“Do internal injuries result from 
wearing a safety belt?” If, and I em- 
phasize if, a driver receives internal in- 
juries from a safety belt, it means that he 
has hit something with such tremendous 
force that he would have been killed in- 
stantly if he had not been wearing one! 
The safety belt is worn around the 
abdomen which is one of the most flexible 
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parts of the body. The safety belt dis- 
tributes the load evenly across this area 
which greatly lessens the strain on any 
one part of the mid-section. Unless one is 
overweight and sporting a “bay window” 
the hip bones will prevent the belt from 
doing any damage at all. The only time a 
driver would be really concerned about 
such circumstances would be in a “head- 
on” or very high-speed collision of 60 
miles per hour or better. 


Another question people ask is “‘What 
if I get trapped in a burning car?” Now, 
it is very well-known that during an auto- 
mobile collision people involved are 
bouncing around the interior of the car, 
often hitting their heads on various parts 
of the dashboard, windshield, doors, and 
other solid objects. It often knocks them 
out or at least leaves them in a dazed con- 
dition. If such a person is actually uncon- 
scious and lying between the seat and dash- 
board, it is true his only hope of getting 
out is for a passer-by to drag him out. If 
the car is burning very few passers-by are 
going to be brave enough to save his life. 
But far more likely to happen is that the 
safety belt will keep the driver in his seat, 
and thereby protect his consciousness. 
Even if he is upside down hanging from 
the belt he can release himself and get out 
of that inferno in seconds. 


n 1955 a good friend of mine and of 
raceway park fans, Bryant Tucker, was 
involved in a highway accident of great 
force and terrific fire. Returning from an 
out-of-state race in his 1954 Buick late 
model stock car, Bryant was hit head-on 
by another car that was in the wrong lane 
of traffic. The impact speed of approxi- 
mately 130 miles per hour (one car at 65 
miles per hour and the other at 65 miles 
per hour) completely demolished both 
cars and the bursting gas tanks caught fire 
immediately. 
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Bryant, a faithful safety belt wearer, 
also had the racing shoulder straps on. 
After the collision he jumped out of his 
car and pulled the almost unconscious 
driver from the other car. This happened 
on Monday and Bryant was racing Wed- 
nesday night. Injuries? Slight cuts and 
bruises for Bryant; broken ribs, internal 
injuries, and severe face cuts and broken 
bones for the other driver who spent 
eight months in the hospital. Even the fact 
that Bryant was wearing a safety belt and 
shoulder straps did not prevent his head 
from hitting the steering wheel, break- 
ing his glasses, and causing some face 
cuts. 

But you can imagine the magnitude of 
the forces encountered in this collision? It 
could graphically be described as smash- 
ing head-on into an immovable brick wall 
at 130 miles per hour! 

The other driver, was hospitalized, 
as stated, but Bryant was released by 
the ambulance driver at the scene of the 
accident, with band-aid cuts. By the way, 
Bryant did not receive any internal in- 
juries from his safety belt. So in one ac- 
cident we have answers to both questions, 
internal injuries and being trapped in a 
burning automobile. 


praia there are isolated cases that 
do not follow the rules. But unless 
you know exactly how your accident is 
going to end up, you are much safer wear- 
ing a safety belt. 

I hope that this little discussion about 
the effects of collision, and the value of 
safety belts, has made the tedious task of 
employees putting on their safety belts, 
every time, a little easier, and I hope it 
may give people in other company organi- 
zations food for thought about the im- 
portance of installing the belts and seeing 
that employees wear them. When an em- 
ployee wears his safety belt and he is ac- 
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tually “wearing” his car—it becomes a 
suit of armor to protect him from the 
“average” driver who does not have such 
training or equipment. 

RESPECT THE SAFETY BELT— 


ITS PURPOSE IS TO SAVE LIFE! 
—WituiaM R. BELL, 
Northern Illinois Gas Company, 
Customer Service Department, 
Bellwood, Illinois. 





Implications of Russian Power Development 


| he since travel restrictions within the 
Soviet Union have eased up we have 
seen an increasing number of reports re- 
garding Russian power development. 
Most of these reports have been conflicting 
and have been tinged by their authors’ 
particular views regarding the way they 
believe power development should be tak- 
ing place in our own nation. Recently, 
Charles E. Eble, president of the Con- 
solidated Edison Company of New York, 
journeyed to the U.S.S.R. under the State 
Department’s technical and cultural ex- 
change program. In early February Mr. 
Eble reported his findings to the American 
Institute of Electrical Engineers which 
was meeting in New York city. His re- 
marks reflect a rather balanced and sober 
judgment of a controversial subject. 

Mr. Eble stated that Russia is a land of 
paradoxes. On one hand you will find the 
most modern turbojets and at the next 
turn you find these huge ships landing on 
unpaved runways. He pointed out that the 
most difficult concept for a visitor to grasp 
is the size of Russia. This immense size, 
of course, bears directly on many of the 
aspects of power production. It was noted 
that Russia comprises almost one-sixth of 
the land mass of the world and that it is 
nearly three times as large as the United 
States. Commenting on the vastness of 
this nation, Mr. Eble stated: 


The vast size of the country alone 
complicates the job of supplying power, 
and it is not surprising that many 
tremendous areas in Russia do not have 


electric service. The power problems 
created by geography have also had 
their effect on the location of cities and 
industry. Many large, hydro sites, for 
example, are far from historic Russian 
population centers. To take advantage 
of these power resources and at the 
same time achieve greater decentraliza- 
tion of industry, the Russians have built 
entire cities around heavy industry in 
certain parts of Siberia. The town of 
Novosibirsk, which in the 1920’s was 
little more than a whistle stop on the 
Trans-Siberian Railroad, now boasts a 
million people and is a great industrial 
center. 


XN the end of 1958 Russia ranked sec- 
ond in the world in terms of capacity, 
with a reported 53 million kilowatts. This 
compares with 160 million kilowatts of 
capacity in the United States. Russia is 
now engaged in a Seven-year Plan and it 
is anticipated that by 1965 her total capac- 
ity will be up to 113 million kilowatts. 
According to all forecasts we shall have 
250 million kilowatts by 1965. Mr. Eble 
observed that the ratio of hydro to thermal 
stations in the United States is about the 
same as that found in Russia. In the new 
Seven-year Plan increased emphasis is be- 
ing placed on thermal plants despite the 
fact that there still exists within Russia 
much undeveloped hydro capacity. Mr. 
Eble stated that it is apparent that the 
Russians have come to the same conclusion 
that the United States has reached regard- 
ing hydro power and that only under 
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favorable conditions are hydro generating 
more economic than thermal stations. 

We have heard a number of frightening 
forecasts regarding potential hydro power 
development in Russia. Mr. Eble, taking 
all of the facts into consideration, stated 
that Russia does indeed have over three 
times as much potential hydro capacity as 
the United States. However, he modified 
this rather startling fact by pointing out 
that four-fifths of this potential is located 
in Siberia—far from existing population 
centers. 


N steam-generating power, which would 
appear to be a more significant yard- 
stick for evaluation, Mr. Eble stated that 
“the Russians appear to lag well behind 
the United States.” In 1957 Russia had 
only three steam units of 150,000-kilowatt 
size in operation—U. S. counterparts 
went into operation in the late 1920's, 
Manufacturers in the United States are 
now building several units between 400,- 
000 and 600,000 kilowatts and, in this type 
of project, Russia is still in the design 
stage. 

In larger more efficient plants, the 
Russians require 2 and 2.5 persons per 1,- 
000 kilowatts of capacity in order to staff 
their plants. In the United States this 
figure stands at a low 0.2 to 0.5 persons 
or about one-tenth of the Russian person- 
nel requirements. 

Russian development of atomic gener- 
ating facilities stands at about the same 
place as it is in the United States. Both 
countries, Mr. Eble pointed out, are now 
engaged in research and development and 
no large-scale development of power is 
anticipated until such time as this power 
source is economically comparable with 
power generated by conventional means. 

Regarding technical advances made by 
the Soviet Union Mr. Eble stated: 


From a technical standpoint, some 
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of the most interesting work going on 
in Russia today is in the field of high- 
voltage transmission. The developments 
in this field would seem to have been 
demanded by the Soviet’s historic em- 
phasis on the development of hydro. 
With hydro sites located far from the 
chief industrial centers in European 
Russia, long-distance, high-voltage 
transmission became a necessity. 


U P to the time of the present Seven-year 

Plan the Russians had been concen- 
trating on hydro power production. Mr. 
Eble commented that this had led to some 
strange situations, judging by our eco 
nomic standards. 

Over a million kilowatts of Moscow’s 
power comes from a dam 600 miles away. 
However, in a state-dominated economy 
such situations can exit. Because of the 
huge distances involved, the Russians in 
1958 had 2,600 miles of lines operating 
at 400,000 volts, and a 300-mile line of 
800,000 volts will be completed in 1962. 
In contrast the highest voltage lines now 
in operation in the United States are 
345,000. 

One factor, of great importance when 
judging Russian and U. S. power poten- 
tial, is the fact that America has an abun- 
dance of power. Mr. Eble notes that Russia 
is still an underdeveloped country and vast 
areas do not have electric service. Quite a 
number of previous reports on Russian 
advances have overlooked this point. Ina 
country such as Russia industry always 
has first call on power and at the present 
time 80 per cent of the power produced 
goes for industrial use and the residential 
user receives only 20 per cent. The average 
Russian residential consumer uses 400 
kilowatt-hours per year as compared with 
a huge 3,400 used by the U. S. resident. 
Mr. Eble comments on this as follows: 


While the Soviet planners can readily 
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bring about increases in industrial use 
of electricity through plant expansion, 
they cannot do the same for home con- 
sumption. The use of electricity in the 
home depends in large measure on the 
purchasing power of the people—the 
purchasing power to buy appliances as 
well as electricity. In Soviet Russia, it 
also depends on the willingness of the 
state to devote a greater part of its pro- 
ductive capacity to making such con- 
sumer goods. ... Although we were told 
of Soviet plans to continue to emphasize 
heavy industry, we heard of no plans 
to promote the increased use of elec- 
tricity for commercial establishments, 
for the home, or for the farm. 


M* EBLE warns against complacency 
on our part. He also recognizes, 
however, that Russia still has a long way 
to go in order to come up to the United 
States in electrical development and use. 
He believes that it is in the technical field 
that Russia presents its greatest challenge. 
Russia has made the profession of engi- 
neer one of glamour. Young persons are 


encouraged to enter the engineering pro- 
fession by preferential treatment and he 
believes that they are “obviously building 
for both the present and the future by 
creating a vast pool of engineering talent.” 
It is true, he commented, that in America 
young persons cannot be forced into a 
given profession. However, he stated that 
there is an increasing problem of at- 
tracting competent young engineers into 
the electric power field. If America is to 
stay ahead in electric power production, 
such young engineers must be attracted 
into the industry. 


M* Este’s speech should nail down 
some rather overenthusiastic state- 
ments which have been made regarding 
the Soviet’s potential electrical output. He 
firmly believes that the American system 
of free enterprise is inherently strong. He 
believes, along with a good many others, 
that our competition with Russia will be 
rigorous and that we must not under- 


estimate their capabilities—but he does 
not sell the United States short, nor does 
he see gloom on all sides. 





Notes on Recent Publications 


A Rate Book or Gas PiPetines. The pub- 
lication of this rate book on gas pipelines 
brings together in compact form the prices 
being charged for gas by various pipelines, 
their parent and subsidiary companies. The 
initial cost of the publication also includes 
a periodic revision which will be published 
in accordance with the frequency of rate 
schedule changes and the information will 
thus remain on an up-to-date basis. The 
rates listed are for the sale of natural gas 
for resale, for transportation service, and 
for storage service. A section is also de- 
voted to rates which have been filed with 
the FPC and which are not yet effective 


because increases proposed are under 
suspension. 

This service brings under one head a 
great variety of information of interest 
and value to the natural gas industry. Pre- 
viously such information could only be 
gleaned from FPC releases. This publi- 
cation should serve as a handy, well-in- 
dexed reference book for the gas pipeline 
industry. 

SumManry OF RATE.SCHEDULES OF NATURAL 
Gas PipELINE Companies. H. Zinder & 
Associates, Inc. 724 Ninth street, N. W. 
Washington 1, D. C. Fifty pages plus peri- 
odic revisions. Price $10. 
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The March of 
Events 


Arizona 


Relocation Expense 
Measurement Asked 


7 the door to possible contro- 
versy later in the current session of 
the Arizona legislature, state Representa- 
tive David Campbell of Maricopa county 
last month submitted a written request 
to the state attorney general for an opin- 
ion as to how to assess costs of moving 
utility facilities when necessitated by 
highway construction. 

The state legislature two years ago 
failed to pass a bill which required the 
state to defray these costs. While no such 
legislation has been introduced during the 


current Arizona legislature, Campbell ap- 
parently anticipates such a move. 

“In view of the provision in the state 
Constitution prohibiting the state from 
giving or loaning its credit or making 
any donation or grant to an individual 
association or corporation, and in view 
of other constitutional provisions,” Camp- 
bell asked the attorney general, “would 
it be constitutional to pass a bill provid- 
ing for reimbursement to public utilities 
for the relocation of their facilities with- 
in the right of way of highways when 
such relocations are necessary as a result 
of highway and expressway construc- 
tion?” 


California 


Power Dam OK Asked 


(ion Los Angeles Department of Wa- 
ter and Power has applied for a li- 
cense to construct a $164 million dam 
and power plant at Bridge Canyon on 
the Colorado river to supply electricity 
to the city, the Federal Power Commis- 
sion reports. 

The dam and plant would be located 
173 miles upstream from the Hoover dam 
and would provide about half of the elec- 
tric power used in Los Angeles. The dam 
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itself would be 466 feet high and would 
form a reservoir 52 miles long. 

Total cost of the project, including 
transmission lines and a smaller dam, the 
Coconino, to be built for silt control, 
would be $243,083,000. 


Generating capacity of the project 
would aggregate about three billion kilo- 
watt-hours of electricity annually, which 
is about four times the amount of power 
Los Angeles now receives from the 
Hoover dam. 





THE MARCH OF EVENTS 


Illinois 


Refund, Rate Cut Ordered 


HE Illinois Commerce Commission 
has ordered Peoples Gas Light & 
Coke Company to effect refunds and rate 
reductions totaling about $1 million. The 
commission ordered the utility to reduce 
gas rates $259,303 a year and to refund 
$746,640 to customers. The company said 
the effect on the average gas bill would 
be negligible. 
The reductions ordered are part of a 


New 


Bill to Peg Public Utility Taxes 


a> passed by the New Jersey assem- 
bly and sent to the state senate 
would peg the state public utility fran- 
chise tax at its current level of 74 per 
cent of gross receipts and would remove 
any connection between this tax and local 
property tax rates. 


chain reaction started by reduced rates 
for wholesale gas, a Peoples’ spokesman 
reported. Colorado Interstate Gas Com- 
pany cut its rate to Natural Gas Pipeline 
Company of America, a Peoples’ sub- 
sidiary, and Natural Gas in turn cut its 
rate to Peoples Gas. 

Refunds will not be made in cash, but 
in the form of bimonthly bills. Only the 
utility’s customers who use gas twelve 
months a year are affected. 


Jersey 


The public utility franchise tax orig- 
inally was levied at the average of all 
the state’s municipal tax rates. It was 
amended several years ago to provide a 
74 per cent ceiling and a 5 per cent floor. 
The proposed new legislation would re- 
move the floor. The tax is collected by 
the state and returned to municipalities. 


New York 


Rate Rises Concern PSC 


ge aang pressures for higher rates 
for gas and electric service in New 
York state were said to be causing the 
public service commission growing con- 
cern. In its annual report to Governor 
Rockefeller, the commission noted that 
$25.5 million of the total $33.2 million 
in utility rate rises ordered by it last year 
were for increases in gas and electric 
rates, 

The commission declared that despite 
its best efforts to hold down gas and elec- 
tric rate hikes, certain economic factors 
had made them necessary. The commis- 
sion added that in the last two years the 
continuing upward trend in the cost of 
new plants, higher wages, taxes, and 
climbing capital costs to finance new con- 
struction has outstripped all efforts to 


keep electric rates down. The problem of 
electric rates had eased somewhat in 1959, 
it said, because of commission policy of 
requiring utilities to share certain federal 
corporate tax benefits with their custom- 
ers. Increases in gas have been due al- 
most entirely to the rise in the wholesale 
price of natural gas purchased from in- 
terstate gas pipelines, the commission 
reported. 

The picture has been brightest in the 
telephone industry, the commission said. 
In 1959 phone utilities were granted only 
$254,000 in rate increases—the smallest 
total increase for telephone service in the 
state since 1954. 


Seek to Bar Rate Rise 


|. eg York city and other large users 
of electricity have petitioned the 


MARCH 3, 1960 





PUBLIC UTILITIES FORTNIGHTLY 


public service commission to suspend 
temporary rate increases which were 
granted to Consolidated Edison Company 
in January. 

Of the $14 million annual increase 
which went into effect January 19th, $10 
million is being paid by large nonresi- 
dential users in New York city and West- 
chester county. The balance is being paid 
by all consumers in the city only to offset 
a raise in the local tax on public utilities 
that went into effect July 1, 1959. 

The city of New York’s official state- 
ment said that no action should have been 
taken by the commission until its full- 
scale study of Consolidated Edison’s rate 
structure had been completed. Moreover, 
the city contended that Consolidated Edi- 


son did not claim the existence of an 
emergency situation or claim hardship, 
and that the commission’s proceedings 
were unsound because they did not pro- 
vide for the return of the extra funds to 


users should it be established later that 


the increase was unnecessary. Another 
fact brought out was that part of the in- 
crease applies to the city only and thus 
violated the utility’s policy of fixing rates 
on a company-wide basis. 

In addition, ten department stores of 
New York argued that it was unfair to 
raise rates of larger power users in a 
proportion greater than the general in- 
crease. They said, “We submit that this 
action... is arbitrary and capricious and 
therefore completely illegal.” 


Pennsylvania 


Pittsburgh Transit Fare Hike 


Ww" the granting by the public utili- 
ty commission in February to the 
Pittsburgh Railways Company of its en- 
tire $1,335,000 fare increase proposal, 
the cost of trolley rides in the Pittsburgh 
area went up to 27 cents which makes 
it the highest basic mass transit fare in 
the country. Further hearings will be held, 
a commission spokesman said, on the 
new rate schedules. 

The increase was granted to pay for 


the first two years of a three-year, 26- 
cents-an-hour wage package granted by 
the company to its 1,700 trolley and bus 
operators after a six-day strike. 

The city, in the hearings before the 
commission, tried to get the increase lim- 
ited to $760,000 which City Solicitor 
Stahl estimated would cover the first 
year’s cost of the new labor contract. 

The new fare schedules, including 
trolley, feeder bus, and inclines, call for 
27 cents cash or four tokens for $1.05. 


Rhode Island 


Municipal Plant Bill Offered 


a to permit any city or town in 
the state to acquire and operate its 
own electric generating and distribution 
system was introduced in the Rhode Is- 
land legislature recently. The measure is 
identical to a bill that died last year in 
the state senate after earlier passage by 
the house. 


MARCH 3, 1960 


Under the proposal, acquisition of a 
plant would require voter approval. It 
provides that “when the need for such a 
plant is clearly shown by reason of high 
or discriminatory rates for electric serv- 
ice, it shall be the duty of public admin- 
istrators in authority in any such mu- 
nicipality to initiate and expedite action 
for the acquisition of necessary plants.” 
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Trends and Topics 


Customer Preference as a Regulatory Factor 


aero g by popular vote would be disastrous, both to investors in public 
utilities and to customers desiring good service. Even state control by 
direct legislation at the turn of the century, when minimum rate statutes were 
enacted, proved to be arbitrary, unfair, and unscientific. Creation of commis- 
sions as impartial agencies was the result. But the wishes of customers are given 
some weight, not only by commissions but by the companies. 


Subscriber Vote on Exchange Limits 


A vote by telephone subscribers is sometimes taken when proposals are ad- 
vanced for extended area service or for changes in boundary lines, but this is 
not controlling. The North Carolina commission said that no absolute rule can 
be set up for application in all cases of this sort. The commission did not think 
that a vote of slightly over 50 per cent of the subscribers of certain exchanges 
was adequate to justify the filing of a tariff for extended area service (9 
PUR3d 59). 

The Indiana commission, in authorizing Indiana Bell Telephone Company 
to establish extended area service in place of existing toll service between 
certain exchanges, noted that this change was desired by a substantial majority 
of the subscribers. The commission also found that the plan was in the public 
interest, and there was a community of interest between the exchange areas 
justifying the proposal (22 PUR3d 106). The Wisconsin commission said 
that extended area telephone service should be established only where a sub- 
stantial majority of the subscribers in a community desire the service (95 
PUR NS 193). 

The Nebraska commission, in one case, authorized a telephone company to 
allow subscribers in an extended area exchange to elect to use toll facilities 
and pay the regular toll charge instead of using extended area service (26 
PUR3d 348). 


Subscriber Choice of Exchange 
A company operating adjacent exchanges having a toll charge between 
345 MARCH 3, 1960 





PUBLIC UTILITIES FORTNIGHTLY 


them, in determining from which exchange customers should be served, should 
give consideration not only to the wishes of the applicants for service but also 
to the method that will provide reasonable service and yet not unduly burden 
investment and operating costs, according to the Illinois commission (85 PUR 
NS 389). 

The North Carolina commission said that the controlling factor involved 
in determining which larger population center a telephone exchange of a small 
rural community will be connected to is the will of the majority of the people 
in the community served (9 PUR3d 325). 


Personal Advantage Yields to Public Interest 


The Missouri commission, in one case, said that a subscriber’s preference to 
have local telephone service through an adjoining exchange merely to satisfy 
his personal wishes, interests, or needs does not in and of itself furnish any 
basis for alteration of the common boundary line between two exchange areas 
so as to encompass his home within the adjoining area (21 PUR3d 278). 

The Wisconsin commission said that requests for telephone service from 
an exchange serving an area adjacent to the area in which the applicants reside 
should be denied, although they desire such service because of business and 
social relationships and object to receiving service on a foreign exchange basis, 
when the extension would deteriorate present service and require a high in- 
vestment to provide good service. Proper consideration, said the commission, 
should be given to the interests of present customers (16 PUR3d 487). 

Subscribers’ willingness to pay appropriate rates is one among other factors 
considered by the Ohio commission in exploring the possibility of extended 
area telephone service (27 PUR3d 321). The commission denied a petition by 
some subscribers for extended service. 


Choice between Telephone Companies 


Petitions by patrons of a telephone exchange requesting a transfer to another 
company have sometimes been granted and sometimes denied, depending upon 
many circumstances aside from requests by subscribers for a change. Com- 
missions are not inclined to admit competition into a company’s exchange area 
merely because of subscriber requests, when reasonably adequate service is 
being supplied. But customer preference may be given consideration, said the 
Kentucky commission, when two utilities desire to serve a territory (96 PUR 
NS 158; 100 PUR NS 27). 

The overall interest of subscribers carries greater weight than the wishes of 
certain customers who propose changes in exchange areas. The New York 
commission, for example, denied a request by subscribers of one company seek- 
ing service through an exchange in adjacent territory served by another in 
order to avoid toll charges. They had failed to establish a need for a transfer 
of franchise, and only a part of the subscribers of the complaining area were 
bound by a community of interest to the adjacent area. Moreover, a transfer 
would work serious financial hardship on the company serving the area and 
existing service was not shown to be inadequate (15 PUR3d 35). 
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Customer Choice of Electric Service 


The term “public convenience and necessity” means the whole public and 
not just one customer. This point was mentioned by the Delaware commission 
when it refused authority to an electric company to invade the territory of a 
municipal plant in order to serve an Air Force base which had expressed a 
preference for the company’s service (3 PUR3d 181). 

The Missouri commission, in authorizing the Union Electric Company to 
serve a new mining operation, said that an industrial customer’s choice of one 
of two electric companies applying for authority should be taken into account, 
although it would not be entirely controlling (19 PUR3d 251). 

The New Hampshire commission has said that in passing upon an application 
for authority to extend electric service to properties located near another utility 
it must consider the public good, and where applicants for service express a 
decided preference for service from one company the commission must con- 
sider their wishes (76 PUR NS 364). 

The North Dakota commission approved an extension by an electric com- 
pany to serve a customer located beyond the corporate limits of a city where 
the company operated, notwithstanding that a co-operative also served the area. 
The area was part of the environs of the city, and the customer had indicated 
a preference for company service (5 PUR3d 92). The same commission, in 
another case, said that it would give consideration to the preference of cus- 
tomers where two utilities are lawfully operating in the same district, have 
approximately equal facilities, and are ready, willing, and able to serve (5 
PUR3d 108). 

The Wisconsin commission decided that a television station was entitled 
to have an electric company extend service, and the company was under a duty 
to furnish such service, notwithstanding that more dependable service at lower 
rates and with a lower investment could be supplied by a co-operative. The 
station desired service from the electric company and there was no showing of 
interference with co-operative facilities (2 PUR3d 114). 


Customer Views on Rates 


The Montana commission said that approval of rates is not a matter to be 
determined on the basis of the number in favor and the number against such 
rates. Some persons favoring a company’s obtaining additional gas had 
acquiesced in a higher rate. Others opposed. (80 PUR NS 33.) 

The Louisiana commission, in passing upon an application for authority to 
increase rates, gave consideration to the fact that over 80 per cent of the com- 
pany’s subscribers desired service improvements and expressed a willingness 
to pay higher rates for such service (12 PUR3d 374). 

Great weight, said the New Mexico commission, should be given to a town’s 
recommendation for a rate increase applicable to the town’s power plant, al- 
though such recommendation could not be the controlling factor (4 PUR3d 
318). 
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Review of Current Cases 


Use of Spot Ratios in Determining Cost of Equity 
Capital Criticized 


b ewe Montana commission, in dis- 
cussing a witness’ evidence relating to 
a telephone company’s cost of equity capi- 
tal, criticized the use of “spot” evalua- 
tions, which result in a considerable vari- 
ance in ratios depending upon the spot at 
which the evaluation is made. Obviously, 
said the commission, if a spot is taken re- 
flecting a high market price, the dividend 
and earnings-price ratio will be low. On 
the other hand, if a spot is taken reflecting 
a low market price, the dividend and earn- 
ings-price ratio will be high. Actual experi- 
ence showed a variance of 51 per cent in 
market price of the stock considered in the 
case. Further, the commission objected to 
the witness disregarding underpricing or a 
dividend pay-out ratio in determining the 
cost of equity. As to underpricing, said the 
commission, failure to make an adjust- 
ment for this factor is unrealistic. With 
regard to a dividend pay-out ratio, the 
commission believed that without making 
an allowance for a reasonable retention to 
surplus, the investor was not being pro- 
vided with dividend protection, nor was 
his investment being protected from dilu- 
tion resulting from capital growth. Both 
of these items are essential to the main- 
tenance of the integrity of the public in- 
vestment in equity capital, the commission 
pointed out. 


Return above “Bare Bones’ Cost of 
Capital 

The commission also considered the 
adoption of the bare bones cost of capital 
theory ill considered. Based upon a 45-55 
per cent debt-equity ratio, the commission 
had found that the cost of debt capital was 
4.15 per cent and the cost of equity capital 
was 7 per cent, so that the total cost of 
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capital was 5.72 per cent. The commission 
then allowed a return of .07 per cent over 
and above the cost of capital. Rates were 
authorized which would produce a return 
of 5.79 per cent. 

The commission pointed out that it did 
not feel that the rate of return should be 
irrevocably tied to the cost of capital be- 
cause to do so might penalize an organiza- 
tion devoted to efficient management or 
one which possessed the many tangible and 
intangible attributes which distinguish, 
from one another, business or industrial 
organizations devoted to similar efforts. 
However, the commission was of the opin- 
ion that where the circumstances require 
that the utility attract capital in order to 
provide the service required by the public, 
the rate of return at the minimum must be 
sufficient to provide for the cost of capital. 


Specific Rate Request Not Mandatory 


Objections had been raised because the 
telephone company’s complaint had not 
stated the specific rates sought. The com- 
pany had only requested the commission 
to determine the amount of revenue neces- 
sary to provide an appropriate return and 
then authorize rates which would yield 
that amount. 

The commission asserted authority to 
entertain a general complaint by a utility 
concerning its present rate and conduct 
proceedings to determine whether the 
present rate should be increased or de- 
creased. From a practical standpoint, it 
said, the areas of proof are the same 
whether the company files a schedule of 
rates or files a complaint. 


Test Period 
A projection into a reasonable future 
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period, said the commission, and the use 
of year-end results is more applicable to 
future rates, and representative of a fu- 
ture period, than the use of the average 
results over a period concluded long before 
the issuance of any order. 

The fallaciousness of the use of latest 
average actual results was pointed out by 
the commission, when it cited a previous 
order, where it found that the average 
present fair value of the company’s intra- 
state plant was $36,807,000 for the year 
ended June 30, 1957 (see 23 PUR3d 233). 
One year after that order was issued, the 
company’s net intrastate investment in 
telephone plant in service alone was $47,- 
974,000. The erosion in the company’s 
earnings since the date of the 1958 order 
had reduced the rate of return, based upon 
the original cost depreciation of the plant 
in service, from 5.56 per cent to 4.79 per 
cent. This erosion had taken place despite 
an annual increase in net intrastate reve- 


nue of over $250,000. 


Fair Value Rate Base 


Valuation must result in the determina- 
tion of the present fair value of the util- 
ity’s property, the commission pointed out. 
This did not mean the reproduction cost 
new of the utility property. It did not 


mean the original cost. It did not mean 
the current net investment nor the assessed 
value of the property. All these were con- 
siderations which were relevant to the de- 
termination of fair value. 


Plant under Construction 


The commission reaffirmed its oft-stated 
position that plant under construction 
should be excluded from the rate base. The 
company had urged that the commission 
should give consideration to this item in 
the light of the fact that it would be placed 
in use in the near future. This was merely 
an attempt to extend consideration of 
property valuation beyond the date deemed 
reasonable, the commission said. The same 
reasoning was held applicable for property 
held for future use. 


Cash Working Capital 


No allowance was made for cash work- 
ing capital because tax accruals were avail- 
able to supply the necessary funds. 

Since the commission had excluded 
plant under construction from the rate 
base, it disallowed interest charged to con- 
struction as an operating expense. Re 
Mountain States Teleph. & Teleg. Co. 
Docket No. 4820, Order No. 2796, Janu- 
ary 11, 1960. 


Directory Listing Error Not Injurious 


HE Massachusetts commission denied 

a subscriber’s request that a telephone 
company be required to screen all calls 
going to a certain number listed in the 
directory to determine whether they were 
intended for his business company or for 
the individual listed under the residence 
number. 

The company had made an error, and 
had listed another customer having the 
same last name as the business company 
directly under the business company list- 


ing. The indentation of the residence 
number made it appear as if the owner of 
the business could be reached at that num- 
ber. In fact, the individual who held the 
residence number had no relation to the 
business. 

The principal inconvenience resulting 
from the error was to the individual who 
was listed under the residence number. 
Such individual had registered no com- 
plaint. Petitioner’s request would have 
caused that individual further inconven- 


MARCH 3, 1960 





PUBLIC UTILITIES FORTNIGHTLY 


ience and perhaps would have required that 
his number be taken away from him. 

Moreover, it was difficult for the com- 
mission to see how the petitioner had been 
injured. He had indicated that certain 
business calls had not been referred to him, 
but the evidence indicated that he had not 
requested a residence listing and that, in 
fact, he did not want to receive business 
calls after business hours. 

The relief requested would have re- 


& 


quired the telephone company either to 
refer calls to him at his residence number 
or to tell the callers to call the business 
number during business hours. In either 
case, said the commission, he would be 
receiving a service which he did not bar- 
gain for in the first place. In effect, he 
sought to have the company operate as 
an answering service. Cutler v. New 
England Teleph. & Teleg. Co. DPU 
12960, December 1, 1959. 


Separation of Intrastate and Interstate Properties 
Imperative in Rate Making by State Authority 


HE question whether a scheme of 

maximum rates fixed by a state com- 
mission or intrastate telephone service af- 
fords a fair return to a telephone company 
operating both interstate and intrastate 
must be determined by considering sepa- 
rately the value of the property employed 
in the intrastate business and the com- 
pensation allowed in that business under 
the rates prescribed, declared the Florida 
supreme court. The state commission, in 
its original rate order affecting General 
Telephone Company of Florida, had based 
its determination of intrastate rates on a 
system-wide rate base for the company, 
including both intrastate and interstate 
properties. It had found that a system- 
wide rate of return of 6.68 per cent was 
reasonable (29 PUR3d 29). 

The court agreed with the company that 
this method of determining the allowable 
intrastate rate of return “violates the 
organic law governing rate-making pro- 
ceedings by state authorities.” The reason 
the system-wide method is objectionable, 
it was pointed out, is that the state cannot 
justify unreasonably low rates for domes- 
tic service, considered alone, on the ground 
that the utility is earning large profits on 
its interstate business, and that, on the 
other hand, the utility cannot justify un- 
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reasonably high rates on domestic business 
in order to meet losses on its interstate 
business. Separation of interstate and 
intrastate properties in a rate proceeding 
is not a mere theoretical problem of 
method but is a necessary recognition of 
the fact that a state commission’s sphere of 
authority is basically intrastate in nature. 

Had the matter rested here, said the 
court, it would have been necessary to 
quash the commission’s orders. In a recon- 
sideration proceeding, however, the com- 
mission had rectified its error by making 
the requisite separation finding (without 
discussion) that a return of 6.55 per cent 
on an intrastate rate base was reasonable 
(29 PUR3d 58). This is the rate of re- 
turn that would be realized on intrastate 
properties from the rate level originally 
allowed on the basis of a rate of return of 
6.68 per cent on a system-wide, intrastate 
and interstate rate base. The court con- 
firmed the reasonableness of the lower 
intrastate rate of return. 


Tax and Expense Ruling Upheld 


The company contended that the com- 
mission had erroneously applied income 
tax accruals against working capital re- 
quirements, thereby unreasonably reduc- 
ing the rate base. This view was rejected 
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along with another contention that expense 
payments to the parent corporation for 
contract services had been arbitrarily dis- 
allowed. 

The state commission is free to follow 
such methods as it may choose, said the 


e 


court, so long as the end result is the es- 
tablishment of just and reasonable rates 
and so long as such methods do not go so 
far astray that they violate statutes or con- 
stitutional guaranties. General Teleph. Co. 
of Florida v. Carter et al. 115 So2d 554. 


Municipal Occupation Tax Justifiably Passed 
On to Telephone Subscribers 


HE Nebraska commission dismissed a 

petition filed by a municipality re- 
questing the commission to rescind an 
order authorizing a telephone company to 
pass on to subscribers located within the 
city the occupation tax assessed against 
the company by the city. The municipality 
had not received formal notice of the com- 
pany’s application for permission to pass 
on the tax, but the commission held that 
the city had had knowledge of the com- 
pany’s intent to do so, and was therefore 
precluded by estoppel and laches from 
complaining about the order. 

The commission also held that the city 
was not authorized to appear before the 
commission on behalf of subscribers to 
and users of the telephone service who 
were inhabitants of the city or had tele- 
phones located within the city. 


Effect upon Return 


The enactment of any occupation tax 
assessed by any city or village against a 
telephone company affects or reduces the 
rate of return authorized by the commis- 
sion. 

In the absence of a pass-on order or 
alternative authority to increase rates, the 
enactment of such a tax constitutes the 
taking of property without due process of 
law and the taking of private property for 
a public purpose in violation of the fed- 
eral and state constitutions. 

Any method of treatment of occupation 
taxes of any city or village that fails to 
pass on an occupation tax pro rata to the 


subscribers in the city in which it is levied, 
the commission said, inevitably creates a 
situation prejudicial and unjustly dis- 
criminatory in respect to subscribers in 
areas in which no such taxes are levied. 
It would be manifestly unfair to impose 
upon the many thousands of subscribers 
of the company who live elsewhere than 
in the city the burden of providing the 
dollars necessary to pay the occupation 
taxes to the city. It is much more equitable 
to provide that the subscribers in the city 
in which an occupation tax has been en- 
acted should assume that responsibility. 


Advantages of Passing on Tax 


It is better public policy, continued the 
commission, to have the citizens and rate- 
payers conscious of all taxes being levied 
by the local municipalities. The pro rata 
passing on of such tax to subscribers in 
the taxing localities is more equitable than 
fixing special exchange rates in the several 
localities sufficient to allow for the taxes 
as an operating expense. 

It has the advantage of immediately im- 
posing upon the ratepayers in any com- 
munity which elects to derive revenue 
from such a tax, the burden of providing 
those dollars. Conversely, whenever any 
such tax is repealed, the subscribers in 
question are relieved automatically and 
concurrently of the burden imposed upon 
them by their own municipality. City of 
Scottsbluff v. United Teleph. Co. of the 
West, Formal Complaint No. 935, Novem- 
ber 30, 1959. 
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Ordinance Gives No Right to Discontinue 
Municipal Plant Service 


HE Wisconsin commission denied a 
municipal water and sewer plant’s ap- 
plication for authority to discontinue 
service to premises outside the city. The 
city had passed an ordinance restricting 
service beyond city limits. The commis- 
sion held, however, that the ordinance 
was of no effect as applied to the premises 
in question, since the plant had undertaken 
service prior to passage. 
A public utility may discontinue service 
and restrict its undertaking once estab- 


lished only after authorization by the 
commission. The record disclosed facts 
from which the commission could find 
that the municipality, as a water utility, 
had assumed or acquired an obligation to 
serve the premises, which obligation did 
not lessen with the passage of the ordi- 
nance. 

With regard to the sewer operation, the 
commission had no jurisdiction over such 
municipal service. Re City of Neillsville, 
2-U-5188, December 10, 1959. 


Greater Risks Recognized in Gas Production 

And Allowance Made for Price Increase 
HE Alberta commission has author- 
ized Shell Oil Company of Canada, 
Limited, to deduct three-fourths cent per 
Mcf for gathering of residue gas from the 


Jumping Pound field, and 5} cents per 
Mcf for processing such gas, assuming the 
installation of two new compressors in 
1960. These amounts will be continued 
until the end of 1962. The company had 
requested an increase to 73 cents, to be 
made firm until the expiration date of a 
sales contract with Canadian Western 
Natural Gas Company, Limited, in 1962. 


Declining Rate Base 


Two new compressors proposed to be 
installed in 1960 and found necessary to 
the deliverability of gas in merchantable 
form were allowed as part of the rate base, 
subject to their actual installation during 
the year. Because of the static nature of 
the plant after 1960 no appreciable addi- 
tions are contemplated after 1960. This 
static situation will have the effect of re- 
ducing the amount of the rate base each 
year, with earnings increasing progres- 
sively each year over the allowed rate of 
return. Any amount fixed by the commis- 
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sion to cover operating costs and provide 
a fair return on plant investment must, 
therefore, be effective for only a relatively 
short period. Periodic reviews and adjust- 
ments will be necessary. 


Rate of Return Allows for Risks 


Since no similar line of business was 
available for comparative purposes in the 
determination of a fair return for Shell’s 
production, gathering, and processing en- 
terprise, the commission had to consider 
the going rates for the use of money and 
the return rate employed in other fields of 
activity. Shell would be entitled to the rate 
of return which it might reasonably ex- 
pect to earn if it had invested in other 
ventures having an equal degree of risk. 

Shell had no debt capital in the Jumping 
Pound field. It appeared equitable for the 
commission to consider a reasonable and 
prudent capitalization, which it fixed at 
50 per cent debt and 50 per cent preferred 
and common stock. Debt cost was allowed 
at 5.5 per cent, including an allowance of 
1.5 per cent above the yield required on 
ten utility bonds used in a study. This 
extra allowance was intended to compen- 
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sate “for the greater risks, underpricing, 
and distribution.” 

After considering evidence as to earn- 
ings on equity capital of mining com- 
panies, petroleum companies, and utilities, 
the commission arrived at a reasonable re- 
turn of 10.5 per cent on Shell’s equity 
capital. The composite rate of return al- 
lowed was 8 per cent. 


Expense Increase Recognized 


Upon arriving at the allowable level of 
operating expenses, the commission made 


€ 


a further allowance to provide for an- 
ticipated price increases, as claimed by 
Shell. A 3 per cent annual operating ex- 
pense increase was allowed for this pur- 
pose. Judging from several studies pre- 
sented, this percentage allowance was a 
modest figure. 

In estimating income tax expense, the 
hypothetical capitalization was again ap- 
plied. The commission directed Shell to 
apply a unit system of depreciation. Re 
Shell Oil Co. of Canada, Ltd. No. 24322, 
December 3, 1959. 


Therm Basis to Be Used in Gas Billings 


Ppa Gas Company obtained per- 
mission from the Georgia commis- 
sion to change its rate schedules from a 
cubic foot unit of measurement to a therm 
basis. The company had been billing on 
the accepted base of 1,000 Btu’s, while the 
actual heating value of the gas was 1,055 


Btu’s. 

Any variation in the heat content will 
be appropriately reflected in billings un- 
der the new system. 

As a result of the change to a therm 
basis, the company will collect an ap- 
preciable amount in additional revenues. 


& 


This, however, is entirely offset by an in- 
crease in the cost of purchased gas now 
being paid by the company. The rate of 
return to Georgia Gas will be 6 per cent 
on an average investment rate base. No 
cash working capital was allowed because 
of offsetting tax accruals. 

Georgia Gas was also permitted to ap- 
ply a uniform penalty of 5 per cent to 
billings not paid within ten days, in lieu 
of varying prompt-payment penalties of 
10 per cent. Re United Cities Gas Co. File 
No. 19392, Docket No. 1525-U, December 
5, 1957. 


Sampling Technique for Residential Meter Testing 


HE Illinois commission approved a 

gas company’s request for permission 
to test new residential gas meters by the 
use of sampling techniques. The company 
showed that the testing technique pro- 
posed was based upon the established 
mathematical laws of probability that the 
measured quality of the meters in a 
random sample would reflect the distribu- 
tion of the same qualities in the entire 
shipment. Therefore, the quality of the 
shipment could be computed from the 
known qualities of the sample. 


Mathematical computations were used 
to determine the maximum number of 
meters in a sample that might be found to 
be deviant meters without requiring the 
testing of the remainder of the shipment 
of meters from which the sample was 
taken. This number was called the accept- 
ance number. If the number of deviant 
meters in the sample was not greater than 
the acceptance number, the shipment could 
be accepted without further testing. If the 
number of deviant meters in the sample 
exceeded the acceptance number, every 
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meter in the shipment was to be indi- 
vidually tested. 

The commission noted that the unit cost 
of testing a meter had risen rapidly in the 
last few years. The company estimated 
that 56,000 new meters would have to be 
tested in 1960, representing an annual cost 
of approximately $35,000 under the pres- 
ent methods. The proposed testing tech- 
nique would reduce the annual cost by ap- 
proximately $25,000 and release personnel 
for other services such as testing, adjust- 
ing, and repairing meters removed from 
service. The commission held that saving 


& 


resulting from the proposed testing tech- 
nique would more than offset the loss in 
revenues resulting from the combination 
of the very small number of fast and slow 
meters installed on the distribution sys- 
tem. The statistical quality control testing 
technique approved assured that at least 
99 per cent of all new meters installed 
would meet the commission’s accuracy re- 
quirements, and that 90 per cent of the 
meters installed outside the accuracy re- 
quirements would be slow and 10 per cent 
fast. Re Northern Illinois Gas Co. No. 
46313, December 8, 1959. 


Incorporation and Sporadic Rates Not Indicative 
Of Utility Status 


HE Missouri commission denied a 

telephone company’s request that it 
order another telephone company to con- 
tinue interconnection switcher service. 
The evidence showed that, while the com- 
plainant company was incorporated, it 
owned no switchboard and operated its 
switcher lines for the benefit of members 
and subscribers. While it had the author- 
ity to declare dividends it had never done 
so. It did not have any rate schedules and 
tariffs on file with the commission, nor did 
it have an area designation by metes and 
bounds. It did not file any annual reports 
as required by statute. 

The commission held that the company 
had more of the characteristics of a 
mutual operated for the benefit of mem- 
bers and subscribers. Inasmuch as it did 
not qualify as a public utility conducting 
public communications for hire, it could 
not compel a physical connection of its 
lines with a public one. 

The incorporation under the general 
corporation act in itself did not make it 
a public utility, pointed out the commis- 
sion, where it operated without a switch- 
board a union of rural switcher lines for 
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the private convenience of members and 
depended wholly upon the utility for long- 
distance and switcher connection service. 
The fact that the complainant charged a 
little different rate to a few nonmembers, 
not shareholders, for the rent of a tele- 
phone as distinguished from a shareholder 
who owned the phone did not convert it 
into a public utility. 


Sufficient Notice 


In a prior proceeding, the telephone 
utility had submitted, and the commission 
had approved, an area map which in- 
cluded the territory served by the com- 
plainant. The complainant now contended 
that it had not received proper notice of 
that hearing, that the notice had been 
served upon the secretary and registered 
agent of the company only as a member of 
a rural telephone committee, not in the 
capacity of secretary or registered agent. 
It was difficult for the commission to con- 
ceive that notice to that person in one 
capacity was not notice to him in another. 

It would be difficult, if not impossible, 
said the commission, for that person to 
have knowledge of the hearing as a mem- 
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ber of the rural telephone committee and 
hide the knoweldge of the hearing from 
himself as secretary or as the registered 


agent of the company. West Freedom 
Teleph. Co. v. Concordia Teleph. Co. Case 
No. 14,219, January 4, 1960. 


Cost of Relocating Utility Facilities Borne by City 
Conducting Rehabilitation Program 


fo Maryland court of appeals held 
that the city of Baltimore should bear 
Baltimore Gas & Electric Company’s 
cost of relocating utility facilities which 
were located in public streets and alleys 
being closed pursuant ‘to an urban rede- 
velopment program. A city ordinance pro- 
viding for the program was found to be 
authorized by constitutional and statutory 
provisions. 

The ordinance provided for the pay- 
ment of all costs and expenses incurred in 
connection with, or incidental to, the re- 
moval, relocation, or alteration of land, 
buildings, streets, alleys, utilities, or serv- 
ices, as well as for their reconstruction, 
relocation, or repair, in connection with 
the redevelopment program. The court 
held that these provisions were broad 
enough to warrant reimbursement of the 
company for the cost of relocating or re- 
constructing some of its facilities as a re- 
sult of closing the streets and alleys. 

The city claimed that the word “utili- 
ties” did not refer to the physical proper- 
ties or facilities of a utility company used 


for the purpose of furnishing gas or elec- 
tric services. The court disagreed, how- 
ever. It said that the word “utilities” 
obviously could not refer to the corporate 
entities which furnish utility services; it 
was not their removal, relocation, or re- 
construction which the ordinance contem- 
plated as a part of the project. The court 
held that the term was used in its popular 
significance of utility facilities, a meaning 
made more clear by its being coupled with 
the word “services.” 

The court noted that the closing of 
some streets and alleys in an urban area 
undergoing rehabilitation is an expectable 
incident of such a program. It believed that 
the enabling statute indicated an aware- 
ness of the existence of property, or of 
rights or interests therein, already devoted 
to public use, which might be acquired. 
The court concluded that the words em- 
ployed were clearly broad enough to cover 
the property of a public utility company 
devoted to rendering service to the public. 
Mayor and City Council of Baltimore v. 
Baltimore Gas & E. Co. 156 A2d 447. 


Court Upholds Pledge of Water Revenues Only as Security 
For Bonds to Finance Water and Sewer System 


i bw supreme court of Alabama af- 
firmed a lower court decree validating 
water and sewer system revenue bonds be- 
ing issued by a municipality, even though 
the water revenues only were to be pledged 
as security for the bonds. The municipality 
had proposed to combine the water and 
sewer systems into one system, and to 


make a single charge for water in lieu of 
separate charges for water and sewer 
service. The court held charges made for 
water would not be unreasonable, con- 
fiscatory, or excessive merely because they 
were in excess of those required to finance 
the cost of maintaining the system sup- 
plying the water. Furthermore, said the 
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court, the rate which is paid for any utility 
service may be used to provide some other 
type of service which the particular user 
does not receive. 

It went on to say that the test of reason- 
able, equitable, or uniform rates is not 
what is to be done with the surplus they 
produce over and above immediate needs, 
but whether they apply alike to all whom 
the company serves. The court concluded 
that the municipality had a right to charge 


€ 


rates for water which would create a sur- 
plus, and use that surplus for maintenance 
of its sewer system. It rejected a conten- 
tion that substitution of a single charge 
for water, in place of the pre-existing 
separately stated sewer and water charges, 
would discriminate against persons who 
were exempt from sewer charges or made 
no use of the sewer system. Campbell v. 
Montgomery Water Works & Sanitary 
Sewer Board, 115 So2d 519. 


Gas Company Acquires Assets of Another Gas Company 
At Price in Excess of Original Cost 


HE Wisconsin commission authorized 

Milwaukee Gas Light Company to ac- 
quire and operate the assets of another gas 
company, as well as those of a bottled gas 
company, after finding that the purchase 
would not impair the efficiency of the serv- 
ice, provide facilities unreasonably in ex- 
cess of future requirements, or add to the 
cost of service without proportionately 
increasing its value. 

The book value of the assets being sold 
was about $55,000. Milwaukee Gas pro- 
posed to pay $105,000 for these proper- 
ties. The selling company’s earnings record 
had been bad and, in fact, during the past 
twelve months it had operated at a loss. 
Furthermore, the distribution system be- 
ing sold was only in a fair state of repair. 
Milwaukee expected to replace much of 
this system during the first five-year 
period of its ownership. 

In these circumstances the commission 
concluded that the purchase price was 
predicated primarily upon future earnings. 


€ 


It did not deem it proper that amounts 
representing capitalized earnings should 
be included in the rate base or in allowable 
operating expenses. Accordingly, its ap- 
proval order required that the excess of 
the purchase price over the net original 
cost of the assets acquired should be writ- 
ten off by charges to Account 537, Mis- 
cellaneous Amortization. 

The commission also believed it to be in 
the public interest to approve the acquisi- 
tion of the propane gas mixing plant and 
facilities, since they constituted the ex- 
isting source of gas supply. Milwaukee 
Gas proposed to continue the plant as the 
source of gas for one of its areas until 
natural gas becomes available. Upon con- 
version to natural gas these facilities could 
readily be converted into a peak-shaving 
plant and maintained for such purpose, in 
so far as the plant could contribute to an 
overall lower cost of service to the con- 
sumers in the area. Re Milwaukee Gas 
Light Co. 2-U-5293, January 7, 1960. 


“Grandfather” Provisions Applied in Issuance of 
Contract Carrier Permits 


HE Maryland commission denied a 
corporation a “grandfather” contract 
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carrier permit because the applicant had 
not operated continuously since the date 
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certain specified in the applicable “grand- 
father” statute, even though it had con- 
tinued to make deliveries as agent for its 
president who operated under a contract 
with a shipper. The commission would not 
recognize this agency operation as the con- 
tinuance of operations required by the 
“srandfather” provision. Nor could the 
permit be granted as a matter of public 
convenience and necessity since it was not 
even alleged that existing service was in- 
adequate. 

Another applicant in this proceeding, a 
retail fuel carrier, seeking a permit to haul 
flammable liquids was allowed to with- 
draw its application since no permit was 
required. 

In this instance the carriage was 


merely incidental to or in furtherance of 
the applicant’s commercial enterprise. 

In granting a “grandfather” permit to 
a third applicant, a transportation cor- 
poration which hauled to an allied dis- 
tributor, the commission said it was im- 
material whether a separate corporation 
had qualified under the “grandfather” 
statute or whether a distributor had 
qualified by having hauling contracts with 
a shipper separate and distinct from its 
distributorship contract. So long as the 
carrier was hauling under a separate con- 
tract on the date certain and had continued 
operating since that date, a permit should 
issue. Re Fuel Service Corp. et al. Case 
No. 5636, Order No. 54244, January 7, 
1960. 





Other Recent Rulings 


Foreign Exchange Service. The Wis- 
consin commission directed two telephone 
companies to make exchange service avail- 
able to petitioners under the terms of the 
foreign service tariffs filed with the com- 
mission pending completion of a check 
of the extended-area service desires of 
customers of one of the exchanges in- 
volved. Re Customers of Cecil-Green 
Valley Toll Line Co. 2-U-5246, Novem- 
ber 23, 1959. 


Service from Particular Exchange. 
The Massachusetts commission ordered 
a telephone company to provide service 
to a number of customers from an ex- 
change other than the exchange presently 
serving them where the subscribers’ re- 
quests accorded with the commission’s 
established policy of authorizing service 
from exchanges from which the sub- 
stantial portion of customers wished to be 
served and where such service was eco- 


nomically feasible. Residents of Duxbury 
v. New England Teleph. & Teleg. Co. 
DPU 12928, December 1, 1959. 


Municipal Water Plant Return. The 
Wisconsin commission authorized a 
newly certificated municipal water dis- 
trict to charge rates which would produce 
a return of approximately 5.5 per cent 
on a rate base equivalent to the estimated 
cost of the proposed plant at the end of 
three years’ operation, less contributions 
in aid of construction and plus an amount 
for working capital. Re North Park Sani- 
tary Dist. CA-3789, December 4, 1959. 


Municipal Plant Rate Base. The Wis- 
consin commission considered that the 
net book value of a municipal water plant, 
less contributions in aid of construction, 
plus materials and supplies and an amount 
for working capital constituted a reason- 
able and proper rate base. Re City of 
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Juneau, 2-U-5279, December 7, 1959. 


Municipal Sewer Plant Return. A re- 
turn of 4 per cent on that portion of a 
municipal plant’s net book value rate base 
representing the sewer department was 
considered reasonable by the Wisconsin 
commission where a portion of the amount 
needed by the department for debt serv- 
ice and necessary additions to plant would 
be recovered by special assessments. Re 
Village of Grafton, 2-U-5266, December 
29, 1959. 


Emergency Rate Increase. The Wis- 
consin commission granted an emergency 
rate increase of 15 per cent, to be added 
as a surcharge on customer bills, to a 
municipal water plant -in order to enable 
the plant to meet financing costs related 
to plant additions. Re City of Milwaukee, 
2-U-5282, December 29, 1959. 


Higher Return for Dial Telephones. 
The Wisconsin commission found that a 
rate of return of 5.2 per cent on a net 
book value rate base was inadequate for 
a small telephone company recently con- 
verted to dial service, and increased rates 
affording 6.5 per cent return were au- 
thorized. Re Sullivan Teleph. Co. 2-U- 
5252, December 17, 1959. 


Rural Telephone Company Return. 
The Wisconsin commission considered a 
return of 5.88 per cent on a rural tele- 
phone company’s net book value rate base 
reasonable. Re English Lake Teleph. Co. 
2-U-5276, December 10, 1959. 


Unprofitable Portion of System. The 
Connecticut commission held that a rail- 
road could not treat portions of its sys- 
tem as independent units and seek to dis- 
continue portions which were not show- 
ing a profit. Re New York, N. H.& H.R. 
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Co. Docket No. 9814, December 17, 1959, 


Rate Stabiliaztion Order Exemption. 
The Connecticut commission approved a 
motor common carrier’s application to 
have the transportation of eggs exempt 
from its rate stabilization order establish- 
ing minimum uniform single class rates 
where such transportation was a special- 
ized service performed pursuant to rea- 
sonably compensatory rates. Re Motor 
Common Carrier Rates, Docket Nos. 
9652, 9652-29, December 14, 1959. 


Polystyrene Class Rates. The Con- 
necticut commission approved a motor 
common carrier’s application to have the 
transportation of polystyrene exempted 
from a commission rate stabilization or- 
der establishing minimum uniform single 
class rates upon a showing that the trans- 
portation was a specialized operation tai- 
lored to the needs of certain shippers and 
performed pursuant to reasonably com- 
pensatory rates. Re Motor Common Car- 
rier Rates, Docket Nos. 9652, 9652-14, 
December 14, 1959. 


Asbestos and Paper Products Class 
Rates. The Connecticut commission de- 
nied a motor common carrier’s applica- 
tion to have the transportation of asbestos 
and paper products exempted from a 
commission rate stabilization order estab- 
lishing minimum uniform single class 
rates where the carrier had failed to estab- 
lish that the operation constituted spe- 
cialized transportation service of sufficient 
volume and magnitude to warrant spe- 
cial treatment. Re Motor Common Car- 
rier Rates, Docket Nos. 9652, 9652-10, 
December 8, 1959. 


Building and Roofing Materials Rates. 
The Connecticut commission denied a 
motor common carrier’s application to 
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have the transportation of building and 
roofing materials exempted from a com- 
mission rate stabilization order establish- 
ing minimum single class rates where the 
carrier had not shown that it was per- 
forming a specialized service for which 
existing rates were reasonably com- 
pensatory. Re Motor Common Carrier 
Rates, Docket Nos. 9652, 9652-22, De- 
cember 8, 1959. 


Power Company Issues Notes. For the 
temporary financing of construction, the 
Federal Power Commission authorized 
Duke Power Company to issue $76 million 
of promissory notes outstanding at any 
one time, with right of annual renewal 
for a maximum of three years at a rate 
of interest not exceeding the prime com- 
mercial rate in New York. Re Duke Pow- 
er Co. Docket No. E-6906, December 9, 
1959. 


Firm Gas Limitations. The Illinois 
commission authorized a gas company to 
decline to furnish firm gas service, in 
view of the demands for gas space-heat- 
ing service in excess of available supplies, 
except in accordance with limitations set 
forth in the commission order. Re North- 
ern Illinois Gas Co. Nos. 34092, 42762, 
Consolidated, December 22, 1959. 


Community of Interest. The Missouri 
commission held that in establishing 
boundaries for telephone exchanges the 
public interest generally is best served by 
trying to place localities which have a 
single community of interest in the same 
exchange. Re Village of Cairo et al. Case 
No. 14,177, January 15, 1960. 


TV Construction Permit. The U. S. 
court of appeals refused to upset an FCC 
television construction permit where the 
evidence showed that the commission re- 


solved the issue of undue concentration of 
mass communication media in the area in 
a manner that was within its allowable dis- 
cretion. Federal Broadcasting System v. 
Federal Communications Commission, 
270 F2d 914. 


Train Service Discontinuance. The 
Louisiana supreme court held that the 
criterion in deciding whether railroad 
train service should be continued is gov- 
erned by the public convenience and neces- 
sity in relation to such service, and by the 
expense of the operation compared with 
the revenue therefrom. Missouri P. R. Co. 
v. Louisiana Pub. Service Commission, 
115 So2d 337. 


Question of Law or Fact. The North 
Carolina supreme court ruled that what 
constitutes a common carrier and what 
constitutes a contract carrier are questions 
of law, but whether a carrier is acting as 
a common carrier or as a contract carrier 
is a question of fact to be determined by 
the commission. North Carolina ex rel. 
Utilities Commission v. Gulf-Atlantic 
Towing Corp. 110 SE2d 886. 


Motor Carrier Fined. The Pennsyl- 
vania superior court held that a motor car- 
rier which had knowingly violated its 
heavy hauling rights by transporting iron 
and steel articles and refractory products 


had properly been ordered to cease and 


desist such transportation and had justi- 
fiably been fined $5,000 for 1,240 viola- 
tions occurring on 193 separate days. 
W. J. Dillner Transfer Co. v. Pennsyl- 
vania Pub. Utility Commission, 155 A2d 
429. 


Cost - of - service Suggestion. The 
Pennsylvania superior court, in reversing 
and remanding a commission order can- 
celing a railroad’s proposed rate increase 
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for the transportation of bituminous coal, 
held that although the commission had the 
power to suggest that the cost of service 
might be lower if the railroad used a pool 
of cars, it had erred in refusing the rail- 
road’s petition for further hearing to 
prove that the cost of a car pool would 
also justify increased rates. New York 
C. R. Co. v. Pennsylvania Pub. Utility 
Commission, 155 A2d 445. 


Deficit in Interstate Revenues. The 
California commission pointed out that a 
telephone company should not expect to 
offset any deficiencies in interstate toll 
earnings by increases in local exchange 
rates, but should obtain a fair and reason- 
able toll settlement. Re Sunland-Tujunga 
Teleph. Co. Decision No.. 58105, Applica- 
tion No. 40385, March 10, 1959. 


No General Public Support. The Cali- 
fornia commission denied a rate increase 
to a passenger stage corporation where it 
would have resulted in a majority of the 
patrons subsidizing a particular service 
for which general public support had not 
yet been developed. Re Airportransit, De- 
cision No. 58181, Application No. 40041, 
March 24, 1959. 


Discriminatory Charge. The California 
commission held that the assessing of dif- 
ferent rates for the same transportation, 
depending upon whether the shipper or 
motor carrier may agree to the higher 
basis of rates, is discriminatory. Re Cali- 
fornia Trucking Associations, Inc. Deci- 
sion No. 58211, Case No. 5436, Applica- 
tion No. 40554, March 31, 1959. 


Radial Highway Carrier Tariffs. The 
California commission refused to exercise 
its discretionary power to require radial 


highway common carriers to file tariffs, 
pointing out that the nature of such car- 
riage requires freedom and flexibility on 
the part of the carriers in negotiating rates 
with shippers. Re Draymen’s Asso. of San 
Francisco, Decision No. 58246, Applica- 
tion No. 39276, April 7, 1959. 


Cost-rate Ratios Not Controlling. The 
California commission pointed out that 
operating ratios are of value in measuring 
motor carrier revenue needs but cost-rate 
ratios for particular movements cannot 
control the general development of reason- 
able minimum rates for various weight 
groups and distances. Re Minimum Rate 
Tariff No. 2, Decision No. 58401, Case 
No. 5432, May 12, 1959. 


Transit Zone Fares. The California 
commission authorized a transit company 
to increase commutation fares applicable 
to a specified local service and to revise the 
one-way fare so as to establish a zone in 
that area on condition that service im- 
provements relating to the type of buses 
used, increased volume of service during 
peak hours, and the use of a different 
sheltered terminal be put into effect. Re 
Greyhound Corp. Decision No. 59530, 
Application No. 41617, January 14, 1960. 


Illegal Past Operation. The Colorado 
commission held that technical violation 
of a statute by an applicant for a motor 
common carrier certificate was not an 
absolute bar to the granting of the cer- 
tificate since it had discretion to grant 
authorities despite previous illegal opera- 
tions where there were convincing ex- 
tenuating circumstances and public con- 
venience and necessity so required. Fe 
Watson, Inc. Application No. 17008, De- 
cision No. 53719, January 20, 1960. 
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Industrial Progress 


onsumers Power to Invest 


1106,700,000 on Expansion 


NSUMERS Power Company will 
est. $16,700,000 in 1960 on proj- 
to expand and improve its elec- 
and natural gas services in Out- 
e Michigan, President Dan E. 
n announced. 
\ 265,000 kilowatt first unit at the 
t Sheldon steam-electric generat- 
plant on Lake Michigan, west of 
ind Rapids, and a second 265,000 
watt steam electric unit at the Dan 
Karn plant on Saginaw Bay near 
, City were included. 
part from its regular construc- 
program, the company has asked 
United States Atomic Energy 
mmission to authorize construc- 
of a 50,000 kilowatt atomic elec- 
plant at Big Rock, If a permit 
ssued and acceptable contracts are 
fotiated, construction of this plant 
cheduled to begin this spring. 
lajor gas department projects in- 
le completion of a 26 inch trans- 
sion main connecting at the Indi- 
line with facilities of the Trunk- 
Gas Company, Houston, Texas, 
ich will bring Consumers Power 
increasing supplies of gas 
sais and Louisiana. 
! pany provides electric serv- 
ii the 68 counties of Michi- 
‘r Peninsula, and gas serv- 
ounties, with a combined 
‘1 of 28,700 square miles in 


Joins Gibbs & Hill 


\RFITT, formerly vice 

' Blaw-Knox Company, 

has joined Gibbs & Hill, 
ting engineers, Pennsyl- 

i, New York, New York, 

epresentative. 

‘tt joined Blaw-Knox in 
construction superintendent 
\sburgh company’s power 
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piping division. In 1944 he was loaned 
to the U. S. Navy as a consultant on 
ship construction. In 1945 he became 
Pittsburgh District sales manager for 
the power piping division advancing 
to division sales manager in 1949, He 
was elected vice president January 1, 
1956. Prior to 1938, he was with the 
construction department of Jones & 
Laughlin Steel Corp. 

Mr. Parfitt will represent Gibbs & 
Hill in the power generation and in- 
dustrial fields. 


Trunkline Gas Plans Second 
Big Expansion 


TRUNKLINE Gas Company has 
filed a $45,000,000 expansion pro- 
gram, the second within a year. 

The expansion will complete the 
looping of Trunkline’s pipeline be- 
tween Longville, La., and Tuscola, 
Ill., and will increase the line capac- 
ity from 510,000,000 cubic feet to 
710,000,000 cubic feet daily. 

The 200,000,000 cubic feet increase 
will be delivered to Trunkline’s cor- 
porate parent,, Panhandle Eastern 
Pipe Line Company and will enable 
Trunkline to serve the Indiana towns 
of Rensselear and Knox. 

An $82,000,000 expansion current- 
ly in progress will increase Trunk- 
line’s capacity to the authorized 510,- 
000,000 cubic feet per day. It includes 
a 204-mile main line extension to the 
Indiana-Michigan state line, to serve 
Consumers Power Company, Jackson, 
Mich., and Michigan Gas Utilities 
Company, Coldwater, Mich. 


$10,000,000 Program Planned 
By Kentucky Utilities 


NEARLY $10,000,000 will be spent 
by Kentucky Utilities Company dur- 
ing 1960 to expand and improve its 
electric facilities serving half a mil- 
lion Kentuckians. 


The K. U. board of directors has 
approved the construction budget 
which covers a wide range of proj- 
ects strengthening and expanding the 
transmission and distribution sys- 
tems which serve 77 Kentucky 
counties. A total of $3,564,000 will be 
spent on major projects with the re- 
mainder being devoted to numerous 
smaller items of transmission, sub- 
station, distribution and general plant 
enlargement and extension. 

All sections of the state which the 
company serves are included in the 
construction plans, according to W. 
A. Duncan, Lexington, operating vice 
president. 

He noted that the 1960 construc- 
tion budget represents an investment 
by the company of about $1,970 for 
each of the 5,060 additional customers 
to be served in 1960. 


G-E Appointments 


TWO appointments to key executive 
posts in the General Electric Com- 
pany were announced recently. 

James F, Young has been named 
general manager — Electric Utility 
Systems Engineering and Planning 
Operation, in the company’s newly 
formed Electric Utility Group. 

Dr. J. Herbert Hollomon, one of 
the nation’s leading scientists and 
engineers, succeeds Mr. Young as 
general manager of the General Engi- 
neering Laboratory. 

Mr. Young will report to Clarence 
H. Linder, vice president and group 
executive, who said more detailed in- 
formation on the scope and function 
of Mr. Young’s new responsibilities 
will be made known later. Mr. 
Young’s headquarters will continue 
to be in Schenectady, 

Dr. Hollomon’s appointment was 
announced by Francis K. McCune, 
vice president, Engineering Serv- 
ices. 

(Continued on page 16) 
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Wisconsin Public Serv. Doubles 
Investment in Plant and 
Property in 10 Years 


DURING the past decade, Wisconsin 
Public Service has spent $96,000,000 
for expansion and improvements 
to keep pace with growing cus- 
tomer demands for electric and 
gas service. 

Total Public Service investment in 
property and plant doubled, from 
$83,327,000 at the end of 1949 to 
$166,669,000 at the end of 1959. Dur- 


ing the same period, sales of electric- 
ity increased from 730,465,000 kilo- 
watthours to 1,720,775,000, while sales 
of gas soared from 1,221,000 Mcf 
(thousand cubic feet) to 9,870,000 
Mcf, largely due to the advent of nat- 
ural gas in 1950 in most of the com- 
munities which Public Service sup- 
plies with gas. Total revenues in- 
creased from $21,350,000 to $46,478,- 
000. 

Major generating additions during 
the past ten years consisted of two 
large units for the Pulliam plant in 








many steps: 





This vertical treadmill 
converts the energy 
which the man ex- 
pends in climbing end- 
lessly from step to 
step into considerable 
power of compression 


bé ONE 77 


This exclusive R & S service is made possible by 


this machine of our invention 


It isa treadmill to prepare rate bill analyses with your own staff and 
facilities, compared with the compression of time and effort achieved by 


the “One Step” Method. 


All the work is done in our office, your staff is free of detail, and most 
important, “One Step” Analyses give you month-to-month reports when the 


data is still fresh and useful. 


Invaluable to rate engineers in checking present trends and plotting 


future ones. And, 
presenting rate cases. 


the reports are strong supporting source material in 


May we send you the free booklet describing the 
“One Step” Method of Bill Analysis? Simply write Dept. U-1 


RECORDING & STATISTICAL 


CORPORATION 


100 Sixth Avenue - 


New York 13, N. Y. 


Green Bay. They totaled 137 5 
watts and cost $20,870,000. 

An entirely new coal-fired 5 
built at the Weston plant in 
county. Total capacity of \ 
reach 135,000 kilowatts lat 
with the completion of a s: 
now under construction. To |] j 
ment in this plant will i: 
$26,200,000. 

Total production capacity 
of 1949 was 227,000 kilow: 
be more than doubled at 49 5 
watts when the second unit 
plant is in service. 

Nearly 1,800 miles of elec ri 
mission and distribution jj 
more than 300 miles of gas 
added to the system durin 
year period. 


iain y 
the 


Eastern Gas and Fuel to B | 


New Coal-Processing Plan 


TO process its Northern West 
ginia coal, much of which is used 


steam generation in electric util 


power plants, Eastern Gas and } 
Associates will construct a new 


ved by 
yice a 
h tht 
maj 


cleaning and preparation plant aff 


Federal No. 

(near Fairmont), W. Va. 
The facility will enable Faster 

maintain a constant supply of the 


1 mine at Grant Ta 


formly high-quality fuel required 


utility and other uses, company 4 
cials said. It will be able to pro 
12,500 tons of coal per day. 

Designed by Eastern’s F:nginee 
Department, the plant will include 
most modern coal-treatment met 
in use today—heavy media was 
diester table, and froth flotation. 
heavy media washer is clesigned 
prepare coarse coal and the die 
table and froth flotation wi!l clean 
fine coal. 

The new coal-processing 
resents the final stage in a 
provement and expansion 
the Federal mine. A new 
hoist, and auxiliary facilit: 
ing 8,000 feet of underg: 
track—were completed in 
year approximately 600 
cars were acquired. Easte 
mines in northern and sou 
Virginia and Central Pe 
The new Federal facility 
est in a series of mode: 
plants installed at compan: 

Ground- breaking for th 
eral plant is scheduled fc 
with completion in the lat 
1961. Coal-mining operatic 
tinue normally during the ¢ 
period. 
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ashington Natural Gas Continues 
Expansion Program 


virles M. Sturkey, president. 





. in the ‘Soaring Sixties’.” 


1959 Best Year in History of 
Southern Counties Gas 


le by Guy W. Wadsworth Jr., president. 


he en’ of the year saw the total number of customers 
ed by Southern Counties reach 716,475 in the firm’s 
ice area, Which extends from Paso Robles on the 
h through San Clemente on the south, skirting only 






major portion of metropolitan Los Angeles and 
pr contiguous areas served by Southern Counties’ af- 
te, Southern California Gas Co. 

During 1959, a net figure of 45,883 meters was added 
he company’s system. This was up considerably from 
31,795 new customers added in 1958. Record year 
new meters for Southern Counties was 1955, when 
639 were added. 

he system expects to add another 45,000 new cus- 
hers to its lines in 1960, Mr. Wadsworth said. 











B-E Announces 600-Channel Transistorized 
ultiplex Carrier for Microwave and Cable 
NERAL Electric Company announced recently that 
as developed the world’s first transistorized multi- 
‘carrier system capable of handling up to 600 voice 
quency channels on a single radio beam. 

Valter (°. Sutter, national sales manager for General 
ctric Microwave-Carrier systems, said the company’s 
munication Products Department will make ship- 
its of the equipment in the fall. At that time, Mr. 
ter sar:!, G-E will begin making deliveries of the new 
ipmen' on multi-million dollar commitments. 

ully tr :nsistorized, the new General Electric single 
band .ippressed carrier system has toll quality cap- 
‘of me ting international and domestic long-distance 
ndards. Mr. Sutter said, and will be of importance to 
phone nd wire line companies, utilities, railroads, 
‘lines and other users of microwave and cable sys- 






$77,000,000 Spent by Columbia 
Gas System in 1959 


) meet « constantly rising demand for natural gas, 
umbia is System, Inc., carries on a continuing pro- 
m ot nw construction and in 1959 spent some $97, 
1000 f.» this purpose. The figure in 1960 will be ap- 
ximate!  $100,000,000. 
At the si::ue time, Columbia is engaged in a long range 
supply program, involving its own drilling opera- 
Sas weil as purchases from pipelines and producers. 
(Continued on page 18) 








ishington Natural Gas Company, Seattle, 
ion, spent $6,102,500 during 1959, including 
‘,tion of 197 miles of new main and 7,725 new 
us the re-activation of 1629 services, accord- 


<itures for construction since the end of 1955 
| to $23,248,100 and resulted in a utility plant 
at the end of 1959, almost double that of 
- Sturkey said, “Our growth and earnings in 
\ des us with a firm springboard for continued 


E year 1959 was one of the best years in the 49- 
history of Southern Counties Gas Co., Los Angeles, 
fornia, from the standpoint of continued growth 
bughoul its system, according to an announcement 


















The Washington office of 


Commonwealth 


SERVICES INC. 


is at 1612 K Street, N.W. 
Telephone: STerling 3-3363 


You are invited to visit this office, in 
the City Bank Building. Here our staff 
is available to assist you with your Wash- 
ington affairs, including: 


F.P.C., S.E.C. and other regulatory 
matters. 


Economic feasibility reports to 
support financing. 
Rate studies and analyses. 


Expert testimony. 


In serving clients, Ralph S. Orme, 
Robert W. Chapin and Peter C. Townsend 
of our Washington staff are reinforced by 
over 750 people in our national organ- 
ization of management consultants and 
engineers, which includes our affiliate, 
Commonwealth Associates Inc. of Jack- 
son, Michigan. 


Other Commonwealth offices: 


NEW YORK 22, N.Y. 


300 Park Avenue 
MuUrray Hill 8-1800 


JACKSON, MICHIGAN 


209 East Washington Avenue 
STate 4-6111 





HOUSTON 2, TEXAS 


M & M Building 
1 Main Street 


CApital 2-9171 
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In 1959, 3.9 trillion cubic feet were 
added to Columbia’s gas reserves 
under contract. Columbia’s proven 
reserves now total 14.7 trillion cubic 
feet. 


Federal Pacific Issues New 
Redi-Reference Catalog 


REDI-REFERENCE, a 155 - page 
condensed catalog describing the more 
than 2,500 products in the line of 
electrical control, distribution and 
power equipment manufactured by 
Federal Pacific Electric Co., has been 
issued by the company. 

Complete with photographs, tables 
of specifications, pricing information, 
and wiring diagrams, Redi-Reference 


covers thirty general types of prod- 
ucts. 

Copies can be obtained from Fed- 
eral Pacific Electric Co., General Offi- 
ces, 50 Paris street, Newark 1, N. J. 


G-E Executive Urges Utilities to 
Change Buying Habits 


ELECTRIC utility companies can 
save more than a half-billion dollars 
in the next ten years if they change 
their present cyclical buying habits, a 
General Electric Company vice presi- 
dent said recently. 

William S. Ginn, vice president and 
general manager of the company’s 
turbine division, told a meeting of the 
National Association of Purchasing 


Agents that the half-billion collar 
ure represented savings in the 
of large steam turbine-generg 
alone. 

“If this figure staggers your inj 
nation,” Ginn added, “let ne ren 
you that it represents only « frag 
of the total savings that would re 
from a stable production pai ‘ern, 
der such conditions, manufa: turer 
other power plant equipment, whoj 
suffer from the cyclical disea .e, wo 
have this burden removed.” 

The General Electric vice presi 
urged utilities to purchase ew g 
erating equipment on the ba<is of 
historical growth trend in the ele 
cal industry, adding capacit. perk 

(Continued on page 20) 











Dated February 1, 1960 


$72,000,000 


HALSEY, STUART & CO. INc. 


This announcement is not an offer to sell or a solicitation of an offer to buy these securities. 
The offering is made only by the Prospectus. 


The Pacific Telephone and Telegraph Company 
Thirty-Three Year 5%% Debentures 


Due February 1, 1993 


Price 101.198% and accrued interest 


The Prospectus may be obtained in any State in which this announcement is circulated from only such 
of the undersigned and other dealers as may lawfully offer these securities in such State. 


BEAR, STEARNS & CO. 


SALOMON BROS. & HUTZLER 
EQUITABLE SECURITIES CORPORATION LADENBURG, THALMANN & CO. WERTHEIM & CO. 
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DICK & MERLE-SMITH 
IRA HAUPT & CO. SHELBY CULLOM DAVIS & ©O. 
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COFFIN & BURR 
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R. S. DICKSON & COMPANY 

WM. E. POLLOCK & CO., INC. 
E. F. HUTTON & COMPANY NEW YORK HANSEATIC CORPORATION BALL, BURGE & KRAUS 
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My PROCEEDINGS 
eta §61959 CONVENTION 


AT PHILADELPHIA, PENNSYLVANIA 


| NATIONAL ASSOCIATION OF RAILROAD 
“ai AND UTILITIES COMMISSIONERS 





ufact 

isezse, w 

= Tuis edition contains valuable material on the 
i id subject of regulation of rates and services of 


public utilities and transportation companies 
including the following: 


Rates of Public Utilities and Transportation Agencies, Valuation, Railroad Problems, 
and Regulation of Public Utilities, Panel Discussion on the subject of “Inflation and 
lts Effect on Utility Regulation of Rates and Utility Financing," Addresses on 
"Legislation Affecting the Federal Regulatory Process" and "The Impact of the Supreme 
Court Decision in the Service Storage and Transfer Case." This volume contains a 
complete transcript of the addresses and committee ae of the 1959 Philadelphia 
meeting. The book is printed and bound in regular book cover. 


Price $10.00—Approximately 500 Pages 
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OTHER PUBLICATIONS OF THE ASSOCIATION 


1957—Uniform System of Accounts for Water Utilities 
Class A & B—128 pages 
Accounts for utilities having annual water operating revenues of $250,000 or more .. $4.50 
Class C—100 pages 
Accounts for utilities having annual water operating revenues of $50,000 or more but 
less than $250,000 3.50 
Class D—64 pages 
Accounts for utilities having annual water operating revenues of less than $50,000 .... 
1958—Uniform System of Accounts for Electric Utilities 
Class A & B—169 pages 
Accounts for utilities having annual electric operating revenues of $1,000,000 or more 
Class C—125 pages 
Accounts for utilities having annual electric operating revenues of $150,000 or more 
but less than $1,000,000 
Class D—59 pages 
Accounts for utilities having annual electric operating revenues of less than $150,000 .. 
1958—Uniform System of Accounts for Gas Utilities 
Class A & B—212 pages 
Accounts for utilities having annual gas operating revenues of $1,000,000 or more .... 
Class C—130 pages 
Accounts for utilities having annual gas operating revenues of $150,000 or more but 
less than $1,000,000 
Class D—60 pages 
Accounts for utilities having annual gas operating revenues of less than $150,000 .... 
1958—Regulations Governing the Preservation of Records of Electric, 
Gas and Water Utilities 
Telephone Separations Manual (Revised October, 1957) 
Local Service Telephone Rates (Revised 1957) 
This includes the rates for all exchanges of the Bell System Companies, the rates in exchanges 
servicing cities of 50,000 population or more (both Bell and Independent), and a tabulation 
of exchanges which had a ten cent coin telephone rate as of June 30, 1957. (with set of 
revised pages for 1958) 
Local Service Telephone Rates—Set of 75 revised pages only for 1958 
Depreciation: 
1943—1944 Reports of the Committee on Depreciation. A comprehensive and complete 
analysis of the problems of depreciation on public utility regulation 
1946—Methods of Pricing Retirements from Group Property Accounts 
1948—Half Cycle Methods of Estimating Service Life 
1948—Letter Symbols for Mathematics of Depreciation 
1959—Report of Committee on Depreciation 
(When remittance accompanies order, we pay forwarding charges) 


NATIONAL ASSOCIATION OF RAILROAD AND 


UTILITIES COMMISSIONERS 
P. O. BOX 684 Washington 4, D. C. 
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INDUSTRIAL PROGRESS—(Continued ) 


sooner than needed, but avoiding the 
sharp peaks and valleys of the present 
cyclical buying method. 

“The fact of the matter,’ Mr. Ginn 
said, “is that production costs tend to 
run over ten per cent higher under 
cyclical conditions than they would 
under more stable conditions.” 

He pointed out that the utility in- 
dustry, as a whole, adds generating 
capacity in a cyclical pattern that runs 
about five years between peaks. For 
example, in 1954 utilities added 10.5 
million kilowatts. This figure plum- 
meted to a trough in 1956 of 4.8 mil- 
lion kilowatts, and skyrocketed back 
up 160 per cent to a 1958 peak of 
12.5 million kilowatts, according to 
Mr. Ginn. 

If this pattern continues, he said, 
the gap between future peaks and val- 
leys “will exceed all capacity additions 
in the single year of 1959.” 

Mr. Ginn outlined several ineffi- 
ciencies resulting from such buying 
habits : overexpansion in manufactur- 


ers’ plant and facilities to meet peak . 


demands for equipment; violent 
swings in the size of the manufac- 
turers’ labor force, with far more than 
normal amounts of hiring, training, 
and discharging ; increased social ben- 
efits demanded and received by labor 
to meet the uncertainties created by 
cyclical production. 

The General Electric vice president 
produced data to show that buying 
new generating equipment in line with 
the growth trend would bring the util- 
ities the same capacity as with the 
present method. 


Detroit Edison Reports 
Expenditure of $250. Million 
In Past 5 Years 


DETROIT Edison construction proj- 
ects carried forward or completed 
during the past year were reviewed 
recently by Company President 
Walker L. Cisler. He described the 
12-month program as “typical of care- 
fully planned and steadily continu- 
ing expansion activity which over a 
five-year period is expected to re- 
quire the expenditure of more than 
250 millions of dollars.” 

New generating units, substations, 
power lines, and steam pipelines were 
among construction projects devoted 
to improving and expanding Detroit 
Edison services. Also included in the 
1959 construction program was work 
on the company’s Warren service 
center and on the steam turbine-gen- 
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erator unit which Edison is building 
in connection with the Enrico Fermi 
atomic power plant project north of 
Monroe. 

Largest addition to Edison’s gen- 
erating capacity was at the St. Clair 
power plant, located midway between 
the communities of St. Clair and Ma- 
rine City, There, a new 325,000-kilo- 
watt machine was placed in operation 
last April to bring the plant’s total 
five-unit capability to 989,000 kilo- 
watts. A sixth unit is under construc- 
tion and scheduled for operation in 
1961. Also, a small steam turbine- 
generator of about 20,000 kilowatts 
capacity, together with a new boiler, 
went into service in November at the 
company’s Beacon heating plant in 
Detroit. 

Total generating capability of the 
Detroit Edison system now is nearly 
3,800,000 kilowatts. 

Expansion of substation and 
switching and distribution station 
facilities during 1959 brought the 
total number in service to 443. Alto- 
gether, 10 new stations were estab- 
lished. 


A-C Releases New Large Steam 
Turbine Generating Unit 
Bulletin 


A COMPREHENSIVE bulletin 
describing advance design and con- 
struction features of large steam tur- 
bine generating units, along with the 
engineering, development and manu- 
facturing facilities which make them 
possible, has been released by Allis- 
Chalmers. 

Nearly 46 subjects relating to the 
power generating units, ranging from 
compact component design to controls 
and instrumentation, are covered in 
the bulletin. 

Copiously illustrated with actual 
photos, wash drawings and cross sec- 
tion diagrams, the 40-page bulletin 
includes a table of typical ratings and 
arrangements of the very large-capa- 
bility machines available today. 

Copies of “Large Steam Turbine 
Generating Units,” 03B9448, are 
available on request on company let- 
terhead, from Allis-Chalmers, Mil- 
waukee 1, Wisconsin. 


G-E Building Record-Breaking 
400,000 KVA Power Transformer 
AN order for a record-breaking 400,- 


000 kva transformer — the highest 
capacity unit ever to be built by Gen- 


eral Electric’s Power Transfo 
Department, Pittsfield, M:s 
been announced by the com» 

The order results from 
increasing power requireme its of 
Public Service Electric and 
pany of Newark, N. J., whirl 
stall the 230-kv step-up wii 
Sewaren generating statio: 
1961. 

The new power transfo: 
lieved to be the highest 
winding unit ever to be | 
order in this country. Th 
G-E record was two 37 
units. 

Utility engineers point o 
ability to install such large «ini 
mits lower installed costs pe 
and cited this application as bg. 
typical of the utility’s effors to @i~ 
bat rising costs. 

According to N, E, Dillow, G@ 


manager of power transformer em” 


neering, the unit represents a sig 
cant advance in transformer progr 
as ten years ago the largest 
shipped by the company was r 


145,000 kva. 


Mississippi Power & Lt, Ha ; 
$5,157,000 Program 
MISSISSIPPI Power and Li 


Company plans to spend $5,157 
on construction in 1960. Of this s 
$3,793,000 is slated for keeping 
capacity of distribution systems 
ordinated with the system as a wi 
according to Ray Braswell, vice pn 
dent. 

The 1960 budget is part of 0 
$52,000,000 allocated for construct 
by the company in the last five yeqis 
Since 1950, the total plant acco 
has grown from $50,000,000 to $11 
000,000. 


Sisk Named Gen. Manager 
G-E Distribution Transforme 
Department 


HARLAND P. Sisk ha: been 
pointed general manager «f the 

eral Electric Company’s [istribut 
Transformer Department, Pittshd 
Mass., according to an ani 

by Robert L. Gibson, vii 

and general manager of th: 

mer Division. 

Mr. Sisk succeeds Marc A. 
ranti who is joining the int 
group company with heac juarters 
New York City, where [i will 
ticipate in studies of Gener: | 
foreign businesses. 

(Continued on page +9, 
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Pies to, reas ‘ ol 
J tiie eatin alt eel 


In our company we’ve made the Payroll Savings 


Plan available for some time. I thought, naturally, 
that we had a large participation. But when I 
checked up a few weeks ago I discovered that 
only about 22% of our people were making use 
of the Plan. It’s so easy to say, “Sure, this is a 
fine idea, and I'll sign up next payday.” 


What our people needed was someone to ex- 


, plain this convenient savings plan in person; 


someone to show them that just signing the card 
would put this fine thrift program into automatic 
operation. They needed somebody to invite 
them to start right now. 


When I contacted our State Savings Bonds 
Director, he helped us set up a thorough, in- 
formative canvass of everybody on our staff. As 
a result more than 30% additional employees 
signed up for this easy, systematic way to buy 
U.S. Savings Bonds, regularly. 


Perhaps your organization, too, has a large 
percentage of employees who have never been 
invited to combine patriotism with basic thrift 
through the Payroll Savings Plan. Companies 
with high employee participation are enthusiastic 


about its benefits in terms of lower employee 
turnover, better safety records, and the satis- 
faction engendered by helping large numbers to 
contribute to our Nation’s Peace Power. The 
greater your employee participation, the more 
substantial your company benefits will be. Con- 
tact your State Savings Bonds Director for 
— practical help in spreading Payroll 
avings information, person-to-person. 
Ne 
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lf your problem concerns uw T i L ITY 4 AT E = r 


you will want these two companion volumes 


Preparing 
for the 


«Utility | 
‘Rate Case 


by Francis X. Welch, 

B. Litt., LL. B., LL. M. 
320 pages 
Price $10 


MONG the values of this compilation of experiences 
taken from the records of actual rate cases, are the 


reviews of methods and procedures, which have been 
found helpful in — 


> simplifying and speeding up rate 
case groundwork 
® saving time and expense of participants 
> cutting down “lag losses” 
& increasing the confidence of investors 





Conduct 
of the 
Utility 

Rate Case 


by Francis X. Welch, 

B. Litt., LL. B., LL. M. 
400 poges 
Price $12.50 


HIS companion volume deals with those procedural 
matters which come after the preparatory stages of 
the rate case. It presents for the first time the practical 
problems of conducting the case — 
> filing the application 
> introducing the evidence 


& examining the witnesses, etc. 


In fact, it explains the time-saving and effective ways of 


making the step-by-step progress toward the rate decision, 
including information concerning the requirements for 
appeal and review. 


all of which are in the public interest. 





The volume does not offer a program of standardized 
procedures for rate case preparation, but reviews the 


plain and practical methods that have been used. Here are the chapter headings: 


The chapter headings indicate the coverage: Assisting In the Rate Case Preparation 





The Birth of the Utility Rate Case 
Public Relations and the Rate Case 
The Birth of Utility Company Rate Opposition 
The Nature of the Utility Rate Proceeding 
Events Leading Up to the Rate Case 
Selection and Function of the Attorney 
The Grand Strategy of the Rate Case 
The Mechanics of Rate Case Preparation 
Proof of the Rate Base 
The Completed Rate Base—Overheads, Land, 
Depreciation, Working Capital 
Completing the Rate Base; Working Capital 
Operating Expenses 
Operating Expenses, Continued— 
Annual Depreciation 
The Rate of Return 


Rate Adjustments—Allocations 


The Formal Approach to the Rate Case 

The Attorney-Client Relationship 

Preparing The Petition or Application 
Preparing the Testimony 

Parties—Rate Complaints—Rate Investigations 


Negotiations Before Hearing— 
Prehearing Proceedings 


Setting and Opening The Hearing 

Examination In Chief 

Cross-Examination and Rebuttal 

Evidence in a Rate Case 

The Case for Complainants or Rate 
Increase Protestants 

The Expert Witness 

Motions, Interlocutory Procedures, Argum: «ts, 
Briefs and Decisions 

Appeal and Review 


Never before has anyone attempted to bring together, in relatively small compass, a comp: rable 


exposition and guide. 


PUBLIC UTILITIES REPORTS, INC... Publishers 
NEW BOOK DEPARTMENT 


SUITE 332, PENNSYLVANIA BUILDING 
425 THIRTEENTH STREET, N. W. 
WASHINGTON 4, D. C. 
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INDUSTRIAL PROGRESS—( Continued) 


Allan Schultz Joins Zinder 
Organization 
intment of Allan Schultz 
“r systems engineering staff 
ii ler & Associates, has been 
by H. Zinder. Mr. Schultz 
ith the Electric Utility En- 
¢ >ection of the General Elec- 
; ny for the past 12 years. 
cultz, who will be based in 
New York City office, is 
of numerous papers in the 
vitching surges and light- 
biished by the American In- 
Electrical Engineers. He 
thor in 1956 of the paper 
irded tlie national first prize in the 
‘E power division. 
1, Zinder & Associates provides 
sulting services to electric utilities, 
nial institutions, industrial con- 
ns, natural gas and oil production 
panies, and gas transmission and 
ribution systems. Offices are lo- 
ed in Washington, D. C., New 
rk, Seattle, Houston and Dallas. 


E ap 


Army Developed Weather 

Warning System Aids in 

Forecasting Severe Storms 
RAPID weather-observing system 
t instantly locates lightning dis- 
rges associated with severe storms 
rr most of North America and re- 
s this data much faster than at 
sent, is undergoing service testing 
\ansas City, Missouri, the Depart- 
nt of |efense announced recently. 
The new experimental equipment, 
elope’ by the Army Signal Corps 
| operated by personnel of the Air 
ather Service, U. S. Air Force, 
‘a central station at Kansas 
ix auxiliary lightning detec- 
- at Tinker Air Force Base, 
Fort Chaffee, Arkansas; 
Force Base, Illinois; and 
ports at Waterloo, Iowa; 
ith Dakota, and Goodland, 
e system was developed by 
\rmy Signal Research and 
_nt Laboratory, Fort Mon- 
, Nw Jersey, and the Stavid 
f Lockheed Electronics, 

Vew Jersey. 

‘tor stations are equipped 
radio receivers to pick up 
‘ated by lightning. Each 
s up the danger signals al- 
itaneously, registers the 
mmpass direction, and re- 
_ iformation to the central 
itor 1; Kansas City. There an elec- 
nie de: ice plots the map position 
the lighining and displays it within 
enth oi a second on a special elec- 
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Vv and 
statioi 


tronic map of North America. 
The operator watching the map can 
see every important lightning indica- 
on. Repeated activity in a small area 
may show the center of severe weath- 
Such areas usually are the breeding 
ground for thunderstorms and torna- 
aoes. 

Capable of detecting lightning up to 
2,000 miles and tracking a storm’s po- 
sition, the automatic network, when 
it becomes operational, will provide 
data jointly to the USAF Severe 
Weather Warning Center and to the 
U. S. Weather Bureau’s severe local 
storm units to warn forecasters of 
severe weather. It will also be used for 
military weather research. 


Southern Bell to Spend 
$53 Million in Georgia 
SOUTHERN Bell Telephone Com- 
peny will spend a record $53,000,000 
for expansion of its Georgia facilities 
during 1960, officials announced re- 

cently, 

The planned 1960 expenditure com- 
pares with about $35,800,000 spent on 
new construction in Georgia during 
1959 and with $33,800,000 in 1958. 

The previous all-time high for 
Southern Bell in Georgia was 1957, 
when the company spent $47,800,000 
over the state. 

J. O. Gilmore, division commercial 
manager, said a large portion of this 
year’s expenditures will be in connec- 
tion with the introduction of direct 
long-distance dialing on October 2nd 
in Atlanta and 28 other nearby 
Georgia cities and towns plus intro- 
duction of a new “Atlanta metropoli- 
tan service plan.” The plan will extend 
two-way local calling between Atlanta 
and 12 towns formerly available only 
through long-distance calls. 


GT&E Announces $1!/, Billion 
Expansion Program 
DONALD C. Power, chairman and 
chief executive officer of General 
Telephone Electronics Corporation, 
has announced that GT&E will spend 
at least $1.5 billion on new facilities 
and equipment over the next seven or 

eight years. 

The GT&E Chief Executive feels 
that the development of new services 
and products will be particularly rapid 
in the communications and electronics 
fields, which he described as “‘the fast- 
est-growing major industries in the 
country.” 

“All of us in the communications 
business are confronted with an enor- 
mous challenge,” he declared. “Aside 
from the difficult enough job of find- 


ing better ways of doing the things we 
can do now, we have the added chal- 
lenge of developing entirely new ideas 
and new concepts so that we can tack- 
le the even broader communications 
requirements of the future.” He 
pointed out that communications has 
expanded far beyond its traditional 
concepts and now embraces “getting 
the right information, to the right per- 
son, at the right time,” using whatever 
techniques are required to do the job. 

Mr. Power cited the handling of 
business data as a particularly promis- 
ing field. This will involve the trans- 
mission of various types of business 
information over telephone land-lines 
or radio links to a central place where 
the data will be rapidly digested and 
summarized by a computer. The sum- 
marized information will then be 

ransmitted back to the subscriber in a 
matter of minutes, thus completing 
within a few hours a computing oper- 
ation which would normally require 
days or weeks. 

He pointed out that as the result of 
intensive research, from 50 to 75% of 
the products of many large companies 
today are radically or completely 
different from the products of 15 
years ago. 

Among the future developments in 
communications and electronics listed 
by Mr. Power were: A single commu- 
nications system in the home, combin- 
ing telephone, television, and radio; 
data processing systems that will do in 
a matter of minutes some mathemati- 
cal and administrative chores that re- 
quire weeks and months today ; walls 
of light through the principle of elec- 
tro-luminescence in which flat panels 
are, in effect, light bulbs; and this 
principle will be extended to become 
flat-wall television; radar steering on 
automobiles, so that you can sit back 
and watch television as you travel 70 
miles an hour; and there will be ma- 
chines that translate foreign lan- 
guages, and other machines that will 
type spoken words directly onto paper. 


Montana-Dakota Utilities 
Expansion 


Montana-Dakota Utilities Co., Min- 
neapolis, plans to spend $8,500,000 
for new facilities this year, a gain of 
about 35% from the $6,310,000 spent 
in 1959. 

The 1960 estimate includes $405,- 
000 budgeted for construction of a 
natural gas distributing system at 
Crookston, Minn., if the Canadian 
government approves export of nat- 
ural gas to Midwestern states. 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate. questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








63 years of leadership in property valuation 
me AMERICAN APPRAISAL company 


Home Office: Milwaukee 1, Wisconsin 
Offices in 18 cities coast-to-coast 














CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
1500 MEADOW LAKE PARKWAY, KANSAS CITY 14, MISSOURI (SINCE 1915) 














BONI, WATKINS, JASON & CO., INC. 


Economie & Management Consultants 


37 Wall Street 919 Eighteenth St., N.W. 
New York 5, N. Y. Washington 6, D. C. 


Rate Cases Management and Market Studies Rate of Return Analysis 
Cost of Service Determination Economic and Financial Reports 














BURNS and ROE, Inc. 
ENGINEERS e CONSULTANTS e CONSTRUCTORS 
Engineering and Design © Research and Development @ Construction ® 
Electric, Steam and Hydro Plants © Aeronautical and Missile 
Facilities © Surveys @ Nuclear, Chemical and Industrial Plants ¢ 
Transmission ® Distribution @ Reports 


160 WEST BROADWAY, NEW YORK 13, NEW YORK 
Washington, D. C, ® Hempstead, L. |. e Santa Monica, Calif. 











SERVICES INC. Management and Business Consultants 


300 Park Ave., New York 22, N. Y., MUrray Hill 8-1800 


Common wealth 1 Main St., Houston 2, Texas, CApital 2-9171 
1612 K St., N.W., Washington 6, D. C., STerling 3-3363 


ASSOCIATES INC. Consulting and Design Engineers 
Commonwealth Building, Jackson, Mich., STate 4-6111 
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DAY & ZIMMERMANN, INC. 


ENGINEERS & CONSTRUCTORS 
NEW YORK PHILADELPHIA CHICAGO 


Design — Electric Line Construction — Management — Reports and Valuations 











- Design 


git? - Engineering 
pl PROPANE - Construction 


PLANTS to. @ = & TOWNSEND 


Incorporated 


p 
11 WEST 42ND STREET, NEW YORK 36, N. Y. 


LP-gas 
peak shaving 


EMPIRE GAS : and stand-by 
lants for 
ENGINEERING CO. ee 
P.O. Box 1738. : ee + industry 
, + design 
Atlanta 1. Georgia : + construction 





Fl Jord, Bacon & Davis 


’ 
BaD VALUATION En ine CONSTRUCTION 
REPORTS Gg ers RATE CASES 


NEW YORK @ MONROE, LA. @ CHICAGO @ SAN FRANCISCO 














FOSTER ASSOCIATES, INC. 


Rate Cases @ Cost of Service and Other Regulatory Methods 
Rate of Return Analyses @ Rate Design 
Natural Gas Field Price Problems @ Economic and Financial Reports 


1523 L STREET, N.W. 326 MAYO BUILDING 
WASHINGTON 5, D. C. TULSA 3, OKLAHOMA 














Francisco & JAcoBus 


ENGINEER & ARCHITECT 


Specializing in the location and design of 
Customers Service Centers and Operating Headquarters 


WESTBURY CLEVELAND 
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GIBBS & HILL, 1Nc. 


Consulting Engineers 


DESIGNERS ¢ CONSTRUCTORS 
PENNSYLVANIA STATION NEW YORK 1, N. Y. 

















525 LANCASTER AVE. 
FOUNDED 1906 READING, PA. 


WASHINGTON ¢ NEW YORK 


GILBERT ASSOCIATES, INC. 
GA ENGINEERS and CONSULTANTS 














W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 


55 Liberty Street New York 5, N. Y. 











HARZA ENGINEERING COMPANY 
Consulting Engineers 
Calvin V. Davis Richard D. Harza E. Montford Fucik 
REPORTS — DESIGN — SUPERVISION 
HYDROELECTRIC PLANTS AND DAMS — TRANSMISSION LINES — FLOOD CONTROL — 
IRRIGATION — RIVER BASIN DEVELOPMENT 


400 West Madison Street Chicago 6, Illinois 











HOOSIER ENGINEERING COMPANY 


Erection and Maintenance of 
Electrical Transmission and Distribution Lines 


1350 HOLLY AVENUE ‘ COLUMBUS, OHIO 











JENSEN, BOWEN & FARRELL 


ENGINEERS 


APPRAISALS — DEPRECIATION STUDIES — PROPERTY RECORDS 
COST TRENDS — SPECIAL STUDIES — REPORTS 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
Michigan Thectre Building Ann Arbor, Michigan NOrmandy 8-7778 
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Personalized Piping System Flexibility Analyses 


Piping flexibility studies made with Available on a confidential basis 
Kellogg’s electronic computer, to consulting engineers and engineering 
individualized on your company forms. departments. Write for details to: 


FABRICATED PRODUCTS SALES DIVISION 


The M. W. Kellogg Company, 711 Third Avenue, New York 17, N. Y. 














Spe huljian loyporalion 
ENGINEERS e CconsTruCcTors 
POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 














William S. Leffler, Engineers Associated 
Utility Management Consultants for past 35 years Specializing in 

+ a CLASS COST ANALYSES ‘for Developing CLASS RATES eas | 

WATER OF RETURN and UNIT COSTS for use in MUNICIPAL 

TELEPHONE RATE CASES AND MODERNIZATION of Rate Structures PROBLEMS 
Send for brochure: “The Value of Cost Analysis to Management” 

17 BAYWATER DRIVE DARIEN, CONN. 














CHAS. T. MAIN, INC. 


Power Surveys—Investigations—V aluations—Re ports 
Design and Construction Management 
Steam, Hydro Electric and Diesel Plants—Gas Turbine Installations 
BOSTON, MASS. ee<s CHARLOTTE, N. C. 











MANAGEMENT SERVICES FOR THE TRANSIT INDUSTRY 


e complete management 

an @ consultation 

\MANAGEMENT] e special investigations 
cone NATIONAL CITY MANAGEMENT COMPANY 

Prudential Plaza — Suite 3500 ° Chicago 1, Illinois * MOhawk 4-6500 


NATIONAL CITY 
~—_—~— 
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Pioneer Service & Engineering Co. 


CONSULTING, DESIGNING AND : SPECIALISTS IN 
OPERATING ENGINEERS 5 ACCOUNTING, FINANCING, RATES, 
PURCHASING 4 INSURANCE AND DEPRECIATION 
231 SOUTH LA SALLE STREET ' CHICAGO 4, ILLINOIS 














SANDERSON & PORTER ENGINEERS 
DESIGN e CONSTRUCTION 


NEW YORK NEW YORK 











THe eee 


SARGENT & LUNDY 
, ENGINEERS 
Consultants to the Power Industry 


@ STUDIES @ DESIGN @ SUPERVISION 
140 South Dearborn Street, Chicago 3, Ill. 


VUUUUEUTLED DU UUE PEER EET 


T0000 





STANDARD RESEARCH CONSULTANTS, INC. 


Rate of Return ¢ Valuations © Capital Costs 
Customer Surveys © Depreciation Studies 
Regional Economic Studies © Property Records 
345 Hudson St. Watkins 4-6400 New York 14, N. Y. 











WEBSTER F359 
& BOSTON 


CHICAGO 


ENGINEERING CORPORATION ae 


SAN FRANCISCO 
DESIGN » CONSTRUCTION - REPORTS » APPRAISALS — 


EXAMINATIONS + CONSULTING ENGINEERING TORONTO 





e 
Whitman, Requardt and Associates 
Publishers of the HANDY-WHITMAN INDEX 

DESIGN—SUPERVISION OF PUBLIC UTILITY CONSTRUCTION COSTS, 
now in its 35th year and a companion publication the 

REPORTS—VALUATIONS HANDY-WHITMAN INDEX OF WATER UTILITY 

CONSTRUCTION COSTS 

1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 
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BURNS & McDONNELL 


Engineers-Architects-Consultants 


4600 E. 63rd St. Trafficway 
Kansas City 41, Missouri 








LUTZ & MAY COMPANY 


Consulting Dngineers 


STEAM, GAS & DIESEL POWER STATIONS 
ELECTRIC SYSTEMS 


PUMPING PLANTS— 
REPORTS—DESIGNS—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 











EARL L. CARTER 
Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


Pablic Utility Valuations, Reports and 
Original Cost Studies 


910 Electric Building Indianapolis, Ind. 





MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 




















ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


CONSOLIDATED 
GAS AnD SERVICE CO. 
327 So. LaSalle St., Chicago 4, Ul. 








PITTSBURGH TESTING 
LABORATORY 
Radiography—Soils—Mechanics 
Testing—Inspection—Analysis 
Main Office, Pittsburgh, Pa. 

32 Laboratories in Principal Cities 











GANNETT FLEMING CORDDRY AND CARPENTER, INC. 


ENGINEERS 


investigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—insurance Surveys 


HARRISBURG, PENNSYLVANIA 








A. S. SCHULMAN ELEctrIc Co. 


Electrical Contracting Engineers 
founded 1890 
PowER STATION—INDUSTRIAL— 
COMMERCIAL—TRANSMISSION LINES— 
DISTRIBUTION 


2416 S. MICHIGAN AVE., CHICAGO, Id. 
Angeles Tampa 








INTERNUCLEAR COMPANY 


Nuclear consultants, engineers, and 
designers 


Economics of Nuclear Power, Reactor 
Analysis and Design, Shielding, 
Special Applications 


Clayton 5 Missouri 


SVERDRUP & PARCEL 


Engineers & Consultants 


Design, Construction Supervision 
Steam and Hydro Power Plaats 
Power Systems—Iindustrial Plants 


Studies—Reports 
San Francisco . 


St. Louis ° Washingtoa 




















Jackson & Moreland, Inc. 
Jackson & Moreland International, inc. 
Engineers and Consultants 
ELECTRICAL—MECHANICAL—STRUCTURAL 
DESIGN AND SUPERVISION OF CONSTRUCTION 
FOR 


UTILITY, INDUSTRIAL AND ATOMIC PROJECTS 
SURVEYS—APPRAISAIS—REPORTS 
CHINE DESIGN—TECHNICAL PUBLICATIONS 

BOSTON — WASHINGTON — NEW YORK 


A. W. WILLIAMS INSPECTION CO., INC. 


Specialized Inspection Service 
Poles, Crossarms, Lumber, Piles, Crossties 
Preservative Treatment and Preservative Analysis 
208 Virginia St., Mobile, Ala. 
St. Louis 





New York Portiand 
inspectors stationed throughout the U.S.A. 
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Handy Dodge Tradesman 
saves you time, 
cuts your costs 


Handiest thing on wheels, this new Dodge Trades- 
man! Its roomy compartment-type body helps keep 
your tools neatly arranged. Cuts costs by helping 
you accomplish more work in shorter time. Spacious 
floor area holds the bigger items you haul. Ladder 
racks and sliding roof are available. 


As for the rest of the truck, it’s everything the Dodge 
name promises. Dependable. Husky. Easy to drive. 
Thrifty, too . . . with your choice of a 120-hp. Six or 
200-hp. V-8. Both engines thrive on a lean diet of low- 
cost regular gas! 


The Tradesman rolls off the Dodge production line 
as a complete unit, equipped to your specifications 
and ready for work. It’s available for quick delivery 
at low cost through your nearby Dodge dealer. 


POUCT ©: CHRYSLER CORPORATION 


DODGE TRADESMAN has lock-up 
compartments for supplies, fittings, 
tools. Open, doors of horizontal com- 
partments form handy “workbenches”. 


DODGE PANELS provide 155 cu. ft. 
of enclosed load space on a compact 
108-inch wheelbase. Tops in driving 
ease and eye-catching style! 


DODGE 4 x 4’s take you anywhere 
off the road or on! Big choice of body 
types. G.V.W.’s from 5,100 to 20,000 Ibs. 
Horsepower from 113 to 202. 


DEPEND ON 


DODGE 


TO SAVE YOU 
MONEY IN 


TRUCKS 





General Electric reports on developments in...DISTRIBUTION 


Distribution economies explored by computer: 
25,000 Systems Designed in 2% Hours 


ie 


CONTRIBUTORS to the study are, left to right, H. E. Campbell, 
M. W. Gangel, R. C. Ender, V. C. Talley, all of General 
Electric's Electric Utility Engineering Section. 
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LOWER COST of the 120/240 v secondary system from feed 
point through meter is illustrated by this chart. Cost curves 
are based on 140 ft. secondary spans, 6750 kva load per 
feeder, and 12.47 ky primary. 


CONTROLLING THE COSTS of an expanding re: den- 
tial power distribution system is one of the most 
complex problems faced by an electric utility t day, 
To supplement the work of utilities in this area, 
General Electric engineers recently used a igital 
computer to calculate 25,000 combinations « f the 
many cost factors involved. Their report, vhich 
analyzes these data, was presented at the winte ° gen. 
eral meeting of the AIEE. 


SOME INPUT ELEMENTS supplied to the con pute 
for its 21-hour run were primary voltages of 
4.16 kv and 12.47 kv, secondary voltages o! 120 
240 v and 240 480 v single phase, feeder :oads, 
number of customers per transformer, number and 
sizes of primary mains and laterals, size: and 
lengths of secondary conductors, voltage drops, and 
sizes and loadings of distribution transformers. 


CONCLUSIONS of the study include the following: 


@ The 120 240 v linear coverage overhead sec: 
ondary system is generally more economical 
than the 240 480 v system when served by 
a 4.16 kv or 12.47 kv primary. 

Except for the lighter customer demands 
supplied by a 4.16 kv primary, it is eco 
nomical to load the primary feeders to the 
maximum levels considered in the study: 
3000 kva at 4.16 kv and 9000 kva at 12.41 
kv. 

For residential load levels within the range 
of 1.5—24.0 kva, a primary voltage of 12.41 
kv costs less than 4.16 kv in areas of new 
construction. 

The system designed at the lowest cost does 
not necessarily use the entire availab!e volt- 
age spread. This is particularly true at the 
higher customer loads. 

A single secondary conductor size will ec 
nomically serve a wide range of load». Cor 
ductor sizes as large as 397.5 MCM Al can 
be justified at the larger loads consid :red. 


A GROWING POPULATION and a rising stan ‘ard of 
living call for a rapidly accelerating expar sion df 
distribution capacity. This study indicates ‘ 1at the 
search for the most economical expansion p< tern’ 
greatly facilitated by the use of digital cor puters. 
For a copy of the report or for informatio about 
applying this study’s techniques to an an: ysis 0 
your own distribution system, write Section 104-11, 
General Electric Company, Schenectady, ) Y. 


MORE POWER TO AMERICA 


GENERAL @@) ELECTAll 





